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.'Welcome, teachers, to this SCAT Consumer Education Teacher PAL*. We hope you will find this a 
;eful resource while you 'are teaching this- subject. Features of this PAL include:' ^ 

. .,(.'.,',.. 

A CONTENT -OUTLINE of the Student PAL subject matter to aid you in class 'discussions. 

• •>.'."* , ' • ; - 

> s - ' STUDENT OBJECTIVES which state/d behavioral terms the objectives of the Student PAL. 

4 ■''/' , ' > •• • 

Sil.GGEYrDtACT'IV.ITIES wMch you may wish. to use as enrichment activities. These include: 

- • INTRODUCTORY ."ACTIVITIES which give suggestions for introducing the topic. 

• ; , . DEVELOPMENTAL .ACTIVITIES which give ideas for developing the major concepts in lift? 

• . Student, PAL/- These suggestions are keyed to each section of the Student PAL 
and include appropriate resources. ' v 

' REVIEW'-' ACTIVITIES which give suggestions to guide the culmination of the study. 
' " ' ' ' ' ' ' ' 1 X * 

RESOURCE suggestions which. are of three types and^coded as follows: 

•* Materials developed by $CAT and included in this Teacher PAL. j 

+ Commercially developed materials, available at a cost. 

« * 

= Commercially developed materials, available free or on a free-loan basis. 
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ADDRESSES'of the producers- of all suggested resources as well as others which you may wish 
' to contact for additional -ideas and/or materials.' 

s 
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Packaged Activities for Learning • M ^ " / 
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A SPECIALIZED VOCABULARY which is an alphabetized Oistfyg of all the "Passwords" listed 
in the Student PAL. ' 



FILM DESCRIPTIONS for each film suggested as a • , 

INSTRUCTIONAL AIDS which include Xerox masters -for the Test, the Test Answer Sheet, 
Student Activity Sheets, Film Guides, and Transparencies which you may wish to use • 
in your study. ... 

■ ' ' J 

ANSWER KEYS for the Test, $CAT-developed Activity Sheets, and all pages from the Student 
PAL requiring student responses. 

A STUDENT PAL for your reference. . i 



In addition, some pages in the Student PALs are designed specifically jtt) encourage class discussions, 
and teacher-led discussions may be necessary to insure student comprehension/of the concepts presented. 
Such pages in the Student PAL for this topic include: ( , 

' \ ' 

Pages 5 - 6: Making choices and determining the costs of those choices V 
Pages 22-23: Determining the consequences of choices 
Page 24: Opinions about credit ' 

Pages 30, 31, 34: Qualifications for credit 

'Pages 38, 41, 44: Consumer reactions to problems • ' 



These features are suggestions ojriy., You, the instructor, know your class best and should feel free, 
. to choose those activities and resources most appropriate for your students. 
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PURPOSE W 

CONTENT OUTLINE [. . .2 

. .STUDENT OBJECTIVES 5 

ACTIVITY CHARTS ' *~ ' " • . 

* Introductory Activities. , •„ * 7 

Developmental Activities /. 9 

■ Review activities -....].•• 24 

GENERAL RESOURCES - ADDRESSER '. . . 26, 

SPECIALIZED VOCABULARY 26 
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INSTRUCTIONAL AIDS ..... 
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test Answer Sheet 

Student Activity 'Sheets 

>\ ■ • 

« Film Guides 
transparency masters 
ANSWER' KEYS 

TEST 

Student Activity Sheets 
Student pal 
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' . Credit is a Means' of extending ,on& purchasing power in times of emergency, need, or simple desire. 
■ Credit provides the opportunity for persons to increase their' buying power by means of having the use of 
money, '-merchandise, or services immediately and paying later. For some it 'may mean the convenience of> 

' Carrying seller sums of money when "shopping; .foir-others "credit is a form of ."forced savings" as they. 

' ' • •'< ' . ' * 

find it'easier to make payments at jpecifk intervals than to sav^ in advance, v ^ ' \ 



Today's consumer usually shops' more 'carefully for the- product he wishes to buy with his credit dollar 
than for the money he neecfs to purchase it. It is, the purpose of this unit to make the credjt user a more 
" informed consumer, • ' , 



• - >,e concepts of what credit is, hjpi to obtain it,' the costs of credit, the limits of personal credit, 
■ .' • ' . "• ■ • ' / 

• ' and the co'nsumer prote£tiol|s offered- the credit consumer are presented to help make today's young consumer. 

' . ' ' V ' ' ■ ■ ' , ; • 

a more informed credit consumer. • • ■ • ' ' 





t The rtie&ning of credit 
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A. Definition "" • • ■ 

• 1. • The s/steni ,which allows consumers 
.. . to obtain goods, services' or moqey 
and pay at a later date 
2. Examples of credit , ; 

a. Goods 

b. Services 
• c. Money 

B. Advantages and disadvantages 
1. Advantages ( ' 

a. Immediate use of goods • 

b. .Convenience 

■ ', c. Credit 'rating 1 

. 2. Disadvantages , ; 

a. Cost ' 

b. Ties up future- income 

c. Risk 

d. May encourage overspending 

lypes of credit account ^ 
1, Sales or purchase credit 

a. Open or regular charge accounts 
(1) Convenience credit 
;(2) No charge if paid in .30 

days' 

(3) APR: approximately 18% 

b. 4tevolvinpr flexible accounts 
(1)' Predetermined maximum 

■ (2) Predetermined payment period 
(3) APR: approximately 18i 



c. Installment purchase accounts 

(1) Regular payments over a * 
specified, period 

(2) Buyer not legal owner until 
, item is paid 

(3) Finance charges usually high 

(4) Charges may include 

(a) Credit investigation 

(b) Contract 

(c) Collection 

(d) Filing fees 

(e) Credit life insurance 

d. Credit cards 

(1) Issued by department stores, 
• banks, oil companies, etc, 

(2) 300+ million in use today • 

(3) 'Regular/revolving option 

(4) Predetermined maximum 

(5) " Monthly billing 

(6) 150 liability limit if lost 

(7) APR: approximately 18% 
' (M per month) 

e. Services 

(1) Professional services 

(2) ' Monthly statements 

f. Utilities 

fl) Electricity, gas, water ' 
(2) Telephone , 
2. Cash loan or borrowing credit 
a. Commercial banks 

(1) Largest source of consumer 
credit 

(2) Variety of loan services 
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(3) Equal monthly installment 
payments 

(4) Strict qualification re- 
quirements 

(5) APR: approximately 12-181 

b. Credit unions 

(1) Limited membership 

(2) Low interest rates * 

(3) APP approx imate : 'I 

c. Consumei v.,:e t 

• (1) Specialize m smj in 
(2) Loans available to greater 
, credit risks 

ft) APR: approximately 12-36% 

d. Savings and loan associations 

(1) Loans limited to mortgages 
and home improvement 

(2) APR: approximately 7-12X 

e. Life insurance 

(1) Cash surrender value of 
policy 

(2) Reduces insurance coverage 

(3) No repayment schedule 

(4) APR: approximately 5-7$ 

f. Other sources 

(1) Loan sharks 

(2) Pawnbrokers 

(3) Individuals 



II. Obtaining credit 

A, Credit-ability 

1. Character 

2. Capacity 

3. Capital 



B. Credit applications 
i 1. Personal information 

2. Employment data 

1. Personal history 
' 4. Credit history j 

5, Public record information 

C, Credit records 
• l. Rating 

2. Credit bureaus 
, , a. files on credit users 

b. Confidentiality ■ 
L Consumer rights' 

III) Credit costs 

A. APR 

B. Dollar cost of credit 

C. Cost factors , 

1, How much is borrowed 

2, How long the loan i$ for 

3, How high the interest rate , 

IV, Too much credit ( ] 

A. Action pi an • 

1. Contact 1 creditors. 

2, Borrow 'to pay off 'creditors 

3, yttllze credit counseling service 

4. Bankruptcy 
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B. A safe amount for credit 



1. 



.No more than 1/3 of yearly dis- 
cretionary income 
No mora than 10% of take-home 



3. 



pay can 
No more, 
home pay 



pay off in 12-24 months 
than 2035 of yearly take- 



V, Consumer protection 




tgislatior 

1. Ti-ntfi* ■ iding 

a. "Consumer Protefi mi w t 

b, Basic law governing credit 
c Prohibits discrimination 
d.- Requires disclosure of all 

terms on Contracts 
(1) Finance charge 
(?) APR 

(3) Other conditions of sale 
Regulation Z 

a. Interpretation of the Truth 
in Lending Law 
Provisions . 

(1) Purpose 

(2) Penalties 

(3) Definitions 

(4) Forms to be used 

(5) Required information 
(6 Advertising 
(7) "Cooling-off" provisions 

Fair Credit Reporting Act 

a. Regulates the use of personal 
credit information 

b. Confidentiality of records " 



3. 



b. 



c, Consumer rights 
' (1) Review of file 

(2) Notification 

(3) Correction of errors 

B, Credit cards 

1. Guard against loss 

2. Liability limit of $50 

C. Unfair credit practices 

1. Local, state and, national agencies 

a. Better Business Bureau 

b. Legal Aid Society , 

c. State Attorney General 

d. National Credit Union Administrat" 

e. Newspapers 

f. Chamber of Commerce 

g. Small Claims Court 

h. District Attorney 

i. Radio/TV stations 

2. Federal agencies 

a, Federal Trade Commission-Bureau 
of Consumer Frauds 

b. U.S. Post Office 

c, President's Special Assistant 
for Consumer Affairs s , 

d. President's Committee on Consumer 
, Interest 
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1. Given a password and several definitions, 
the student will select the alternative 
which defines the password. • ■ 

2. Given several alternatives, the student 
will select'the alternative which defines 
and/or describes credit. 

3. Given a realistic situation, the student 
will determine whether or not the situa- 
tion is an example of credit. 

J ' 

4. Given several alternatives, the student 

1 will identify the principal advantage(s) 
of credit. 

5. Given several alternatives,, the student 
will identify the principal disadvantages(s) 
of credit. 

6. Given several alternatives, the student 

, will identify the mathematical description 
of the dollar cost of credit. 

Given a realistic situation involving a , 
credit purchase, with or without extraneous 
mathematical information, the student will 
calculate the dollar cost of credit. 



8. Given several alternatives, the student 
wiU identify the annual percentage rate 
as the best way to compare alternative 
credit arrangements. 

9. - Given several alternatives, the student 

will select the definition of annual 
' percentage rate. 

10. Given several alternatives, the student 
will identify sources of loans. 

11. Given several loan sources, the 'student 
will identify the source of offering the t 
lowest interest rate. 

12. Given several alternatives, the student 
will identify types of credit accounts. 

13. Given several alternatives, the student 
will identify the thirty-day charge 
account as posting the consumer the least 
for its use. 

14. j Given several alternatives, the student 
will identify methods of protecting a 
good credit rating. 
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15. Given several alternatives the student 
.will identify criteria for detennilng 
•eligibility for credit. } 

,16. Given several alternatives, the student 
will identify the purpose of local ^ 
credit bureaus., 

17. Given several alternatives, the' student „ , 
will identify the series not offered \ \ 
by local credit bureaus, 

i 

% 18. Given several alternatives, the student 
" will identify signs which po^ibly 
signify abuse of credit cards.' 



" 19. Given severaly&l ternati ves » the student 
will identify ways in^hich credit cards 
can be obtained legally. ' 

20. Given several alternatives, Hit .tutent 
will identify ways in which consumers are 

* affected by the Truth in Lending and the" ' 
; ) Fair Credit Reporting Act. 

» p 

21. The student will be able to complete a' 
J credit application. - 
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Generalizations 


/ • ' Activities v ^ 

i 

• ■ j j.— ■ — ■ 


T 

' Resources 


VslCUIl 1105 UU tit QUVuM 

tages and disadvantages . 
for the modern credit 
consumer. 

i. 


■ > , ■ ■ ■ . . 

1 Administer Ch a v vw>" tp*t as a Pre-test v • 

4 

2. Utilize an audio-visual approach to define credit. v 

■> • x 


* Test - 
' Teacher PAL 5 

+ The lonsunjer and' 
Credit . 

(sound filmstrip) 
Current Affairs 


r 


. , '* > 

t " ' / ' . 


+ Consumer At Large, 
"Cash or Credit" 

- (sound filmstrip) 
Coronet Multimedia 
Company 


i 

t 




+ Interact,, ' ■ 
, /'Will ft be Cash, or 
' Charge?" 
(sound filmstrip and 
student booklets) 
Pitman Publishing 




* 

< 


z 

+ Personal Honey Manage- 
ment, "Using Credit as 
ATool" 

(cassette tape and' 
transparencies) 
Paul S. Amidon 


r 


3. Develop a class definition of credit, 

Write "What is Credit?" on chalkboard or overhead transparency, 
tncourage one-sentence answers. t 

, ( 


* Specialized Vocabulary 
Teacher PAL - 

/ 
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Activities' 
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4, Explore students' current understanding of credit. 
Discuss who uses credit; the .history of credit. . 

Assign students to explore the history of- credit for a report 
to class fater in the study, y 

5. Collect materials for buWin board displays on credit: , 

' Credit advertising V 
n Credit applications . 
Loan agreements' 

Promissory notes • « • . 

Installment contacts. » 
> * "Budget" saltans of local retail or discount stores 

Periodical articlei" On credit 
• ' "Yellow pages' 1 listing? ' ) 

1 0 



Resources 



Transparencyjasterll 
Teacher' PAL 



+ Consumer Credit: 

of Credit ' 

WeU$T~ 

{reprints) , - 1 
National Foundation j 
for Consumer Credit ^ 



V 
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';■ Activities 


Resources 


WHAT IS CREDIT ? 


X' • ... ' •> 

• ■ e 

* Student PAI nn 3-24 


class reactions to the statement; "We're In the" 1 . Charge It* Age." 




student opinions of credit. t - 
t three major statements about credit: . r . 
Credit is bad - always pay cash. ; , 
Credit is necessary in many situations. 
Credit should be used as often as possible. 

gest that each student determine which statei^nt most nearly. matches „ 
own feelings today. 

evaluate thels'e feelings at the end of the study. 


+ Buying on Credit 
"{16 mm firm - Film Guide #1) 
Coronet Multimedia Company 


the evolution of credijt/in our society, emphasizing the movement, 
sh-to charge, v- .« j ■. ■■ *-< €$M?r>; 


\ 


(amples of credit. , . 

ne what use of credit is made , by class mfembers and their families. 


* Student Activity Sheet 11 
Teacher PAL 


i the benefits of consumfer cretjit: 

i savers: Interest 

j borrowers: Use of goods . 

:iety: . Increased production of goods ( 

Employment . ' - 
. , Lower costs . 


* Transparency Master #Z 
Teacher PAL 
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7. Discuss the advantages and disadvantages' of, using credit. 



8. Emphasize the fact thtat credit is used in three basic types oi purchases; 



List several examples -Of each 1 . 

9. Discuss the main reasons for buying credit. 

Emphasize (1) It allows for the purchase of costly goods before the total 
price has been saved. , 
. (2) Such purchasing helps establish a credit rating. . 1 



10, Define the two types of credit: Sales or Purchase Credit 

Cash Loan or Borrowing -Credit 

11. Discuss the characteristics of types of sales or purchase credit. 

* ■ j 



Goods 

Services 

Money 



purchase 
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Resources 



* Transparency Master #3 
Teacher PAL 

+ Consumer Education : 
Installment Buying 
(Film Guide l2p\ , 

+ Retail Credit Buying 
(16 ran films) 
BFA Educational Media 

* Transparency Master #4 
Teacher PAL 



+ Getting Your Money's Worth, 
Group I taking Credit 
irffor You" 
(sound filmstrip) 
Society for Visual Education 

* Transparency Master #5 
Teacher PAL , 

Student Activity Sheet #2 
■Teacher PAL 

+ Credit Buying Series 
(sound filmstrlpsl 
Interpretive Education 

+ So You Want to Use Credit , 
Situation Two 

(multi-mela kit) .i, ' 29 
; Changing Times Education . 
Service 



12. Discuss the characteristics of types of cash ^loan or borrowing credit. 



13. Prepare a bulletin board illustrating various local credit and lending institutions, 

i , 

14; Discuss mail-order loans. 

'Collect examples of advertising, from newspapers and^ periodicals . 
Emphasize the types of loans available and that. costs are high. 

15. Discuss student membership in credit unions. ' 

Membership possibilities include: 
Parents who are members 
•< ■ Students employed part-time by a firm offering credit union privileges 

Teacher credit unions allowing student members 
, .» Local community or open charter credit unions 

16. Develop guidelines "for the wise use of charge accounts. 
Include cautions for credit card holders-^ remember. 



* Resources 



* Transparency Master #6, 
Teacher PAL 

* Student Activity Sheets 
#3 and 14 ( 
Teacher PAL * 



+ Credit Cards 
{IFmrnfiF- Film Guide 13) 
Churchill Films 



* World Without Money 
ITi'film) 

Walt Disney Educational Media 
Company 



2. Discuss the "3 C's of Credit." ( . 

Pevelop questions to clarify the meanings of each measure: 



' Character: Is he a stable, reliable person who really. tries to meet all his 
obligations? . . < 

Capacity: Is it likely that his income will either remain stable or increase 
during the life of the loan? 

Capital : Will he be able to make payments for this and all his other 
obligations? 

i 

3. Evaluate the "6 C's of Credit." . 
Character Collateral 
Capacity : Conditions . 
Capital - Common Sense 
Discus's how the addition^ C's apply when a person is considered for a loan. 



4. Ask students to give illustrations to prove that size of income alone-is not enough f 
information to evaluate -credit risk. 

Situations might inclyde a 1 borrower with a $10,000 'income who is a better credit risk 
> than a borrower with a $15,000 income. 

5. Collect as many credit applications from as many credit sources as possible. 
Discuss the kinds of questions asked and why they .are necessary. 

■ Classify each type of question aj to whether it applies to Character, Capacity, ' 
, or Capital. , 

6. Practice filling out a. credit application form. ( 

• Discuss whether students feel the questions are reasonable and necessary 
' or an invasion of privacy. . .jjj . .': 
j2 Ask whether students consider themse^pfi^'c^dit risk. 



Ask, two groupStof students to fill,oiit dipremfom for imaginary 
persons-one a good credit risk, the ottjeVa pbpr cjre'di t rrtk. . 



J 
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Resources 



Transparency Master/^ 7 
Teacher PAL t. 



/ , 

* Student Activity 
TeacheV PAL > 



heet 15 



* Student Activity Sheet 16 
Teacher PA| 

+ So Vou Want to Use Credit ; 

sTtuationTne \> o 
„ (multi-oledia kit) 

Changing Times Education 

Service ■ 



7. Survey local credit grangers on their policies for granting credit to young people,. 
8.. Try to obtain scoring systems used by various lenders, ' .' 

9. Develop a series of cartoon^ depicting the relationship between borrowers and { 
creditors, v . 

10. Invite local resource persons to speak on credit accounts which are available in 
■* their stores or businesses. and the information necessar) for making application. 

11. ' Review and discuss/the steps necessary in applying for credit. 



12. Discuss credit records and the factors in a 'go^- credit rating. 1 

'nr. ^ 




13.' Discuss:' What are the consequences of a bad ctjedit rating? 

'.1:4. Outline the roles of credit bureau's in the granting of credit. 

Emphasize that credit applications are^enerally sent to local credit* bureaus 
' for" verification. • \. 

Visit, a %al credit bureau, if possible. 
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Local Resource Person 



+ Applying for Credit - » 
(sound fiTistrip) 
Interpretive Education. 

+ Measuring and Using Our . 
Credit Capacity . / . 

,IrcpitJT"^ J" :, 
National Foundation forplf 
Consumer Credit, Inc. ;'. K 

+ How to Establish You> /; . 
Credibility " ( 
(reprints and" transparency) 

. Changing Times Education 
Service ' 

+ Making .the Most of Your Money 
TCdtredit Rating 11 " 

(sound fllmstri'p) 

Educational Activities, Inc. 



Local Credt^Bureau 
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Activities 



15.' Emphasize how important it is for the consumed to know [what he is signing." 



16.- Discuss, the meaning of: "Your Signature Is Your Pledge. 1 



1ft 5. Invite a local attorney or law student' to explain student rights' and liSbjli'ty In 
' • credit contracts. ^ \ 

(Many students have already entered into contracts with record clubs; book clubs, 

etc.) , 



ERIC f 
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Resources 



+ Consumer Contracts 
(Learning Activity Package) ' 
Unigraph Products ' , 

t Consumer 'Sense , 
. 3efore"You Sign" . 
(cassette tape and response 

book) , • . 
Coronet Multimedia Company 

+ Making the Most of Your Money 

^Points to ■y5 lout 

Contracts"/ 

t sound filmstrip) • 
• Educational Activities, Inc. 

t Personal Money Mana gement , 
''Credit Instruments 11 
(cassette tape 'and trans- 
parencies) 
Paul S. Ami don 

+ Read Before You Write 4 
ITFimTfTli - FtFSI^M) 
FilmFair Coimiuni cations 

+ Your Credit Is Good ~, A 
Film about Paying Tater" 
TTnCfTTm - Film^GmJe #5) 
Journal Films, Inc. . 



, ' Local Resource PersWii " o* 



t 




18. ; Compare various credit contracts, i 

, ; ' > Ob'tain copies of a.ctualNinstaltat contracts and loan, applications/ 
: 1 Compare wording, various clauses and conditions, ; •< . >*>'■' • 
? ' . , foggest that a group of students display these copies and provide labels' for 
J ,.' various sections, - , \ " *■ 

19. List credit pitfalls to av'oid in contracts, » 

Define and point out the possible difficulties- the consumer might incur from: 
• ' v Late charges ' ./ * 

1 Credit Life Insurance , » 

Acceleration clauses 
: • Balloon, clauses . 

, Locate each of these areas in contract copies, , 1 3 

20. < Develop a list of consumer questions to us? before every credit purcfose. 

Questions nrigjit include: ' ,' 1 • ' ' 

'•r Is the item wM or. just mnkil ' . 
* * '. t '- Is it worth paying m^e money to getsit? * 
■ Will its value outlast ; the payments? 
Do I 'have a savings program? -/ 
Do I need it right 'ml 1 . ; i* 

Will the payments cause 4 money 'problem! 



1. Utilize 



'7, . 

2 . Discuss APRi ' 

The Annual Percentage. Rate is the cost of credit expressed in percentage 
APR can help the consumer compare cists. 



3, Practice finding the Dollar Cost of Credit by using examples of credit purchasing 



r 
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Resources 




* Transparency -Haster 
•Teacher PAL' ' 



Student PAL, pp. 45-56 



* Student Activity Sheet #7 
Teacher PAL , ' ■ 
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• Activities 


Rpcni irrpQ 


' 4. Evaluate the cost factors of credit: How much - 
" . ■ ' '.How long; 
• > How hicfti the interest 
- , Discuss the effect each factor h^s on cost. 

i 


* Transparency Master 19 
Teapher PAL 


• 5. Ask.students to rank order factors which would influence their selection of a credit 
- ( plan: 

Size of monthly. payments 

Number of monthly payments' 

How. new amounts are added to the account »' 

Method of computing interest charges 

Do VI a r amnimt nf fiiianep rharoes 

APR . 

y t 


t 

-} 


6 v Illustrate the fact that every credit purchase is two purchases: The item itself 
and the money or credit, to pay for the item.' • 




7. Discuss factors, to remember when "Shopping for Credit." 

1' ' . ' : ' 

i 

* 


+ Consumer Studies, 
■ "The Price of Credit" 
(sound fi'lmstrip), 
Guidance Associates 

+ 'Personal Money Manageme 
■the Cost of CrecHt" ' 
(cassette tape and tran 
patencies! 
Paul S. AnJIdon < 


8. Practice "Shopping for Credit^ 




A. Ask students to choose an article for purchase and compare the costs of 
40, . purchasing this article on a revolving charge account, as an installment 
purchase, and with a bank loan. 

Students will need to find the 'best "deal" in town by showing the best 
price for the item and the best source of credit. 
It£ listed might include: 
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Activities 



Bicycle 
Boat 

Dishwasher 
,Hair dryer - 
Instamatic camera 
l,awn< mower 



Motorcycle 
Portable TV 
Sewing machine 
Skateboard 
Skis 
Stereo 



Surf Board 
Tape recorder 
Transistor radio 
Typewriter 
Used car 
Washer 



B, Compare the cost of credit for the purchase of a used car advertised in 
the local newspaper' from each of the following credit sources: * 

The used car lot 
A full service bank 
A finance company 
A credit union 

C. Research the service charge methods used by such national credit cards as 
American Express, Diner's Club, Master Card, VISA, etc., 

9. Compute the monthly charges on a statement for a revolving charge account. 

Obtain a copy of someone's monthly statement. 

Project it for the class and discuss the information shown. j 

Verify the figures. 

10. Develop an understanding of the four basic types of interest quoted by lending 
institution^: 

Simple Interest 

Interest on the unpaid balance 
Add-on interest 
Discounted interest 

11. Emphasize the importance of paying more than the minimum due on a revolving 
charge account balance. ' . ' 

A sufficient example <jf the cost: 

With a $600 balance, nothing more added to the account, 
and the minimum amount required paid each month- 
It would take almost 3^eaYs to repay, and the interest 
charge would be $116.15. \ 



o 
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Resources 



Shopping for Credit 
(16 mm filij 

Modern Talking Picture Service 



4 



* Student Activity Sheet 18 
Teacher PAL 
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Activities 



Resources- 



12. Suggest that, interested students research refund methods used by local lenders. 

./Illustrate a common refund method in consumer .credit--"78th" method. 
When a loan is repaid early, most consumers expect to save or have 
. refunded most of the ^interest costs, but:" 

The 78th method is based on the fact that the sum of the digits from 
1 to' 12 is 78. 

The first month of the contract, the lender earns 12/78 of his fee; . 

the second month, 11/78; the third, 10/78 , etc. 
On a 24-month contract, the formula changes: 

The sum of the digits from 1 to 24 is 300. ' v 

The lender earns 24/300 of the total the first month, 
23/300 the second, etc. 
(Other bookkeeping methods earn interest for the lender even more quickly. Many 
payments have been made before the principal is reduced noticeably,) 

13. Develop a list to help consumers keep finance charges low. 
Include: 

1. Make a big downpayment. 

2. Take a short time to pay. 

3. Shop to find low finance rates. 

14. Review what charges "Finance Charges"' may. include: 
1 . Interest 

Loan fee 

( Finder's fee or similar charge 

Time price differential 
Amount paid as a discount 
Service, transaction or carrying charge 
■ Points ' 

Appraisal fee (except in real estate transactions) 
. 44 Premium for credit life insurance, if required 

Investigation or credit report 

, . -Regulation I 



0 
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Aclivifies 


Resources 


1. Utilize TOO MM 

4 


* Student PAL, pp. 57-66 


I ■ * 

.2, Illustrate problems resulting from the use of too much credit by young people. 


+ In the Box 
XT6 mm film - Film Guide 16) 
FilmFair Communications 

+ The Mone^ Tree 
{16 mm film - Film Guide 17) 
AIMS Instructional Media 

CpH/ircic Inr 

jCI V 1 l»C J , 1 llv ■ 


If 
(- 

\ 


+ So fou Want to Use Credit,, 

Situation Three 

(multi-media kit), 
/ Changing Times Education 

JCI V 


1 

1 


+ You'll Earn It 

(16 mm film) 
. Modern Talking Picture 

Service 

+ Your Credit Is Good -- 
Unfortunately 

116 mm film - Film Guide f&) 
Pyramid Films 

■ 


3.. Discuss the results of credit "problems.", 

What 'effect does "living beyond one's means" have on families, business, and 
society? 

Who really, pays for bad debts? 

(Point out increased prices and interest ratesmthose with good credit 
ratlnqs.) \ ■ 

1 i S» 


r 
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Activities 



4. Develop a class list of "Do's and Don'ts" for credit buying to guard against 
•overspending, • 

5. Discuss collection agencies (firms which specialize in collecting debts). 

Include: , 
Agencies receive a portion of the amount they are able to collect 
Poor and low income consumers are most often" the targets of collection 
agencies 

Problems of harassment; protection from harassment 

6. Evaluate the following statements: 

When you treat credit as a privilege, it can help you have more 
and enjoy more. Carelessly used, it can become a trap. 

You -have a choice-wither you can control credit or credit can 
control you. , M 
The choice is up to you. 

How a person spends his money is a matter of individual choice and 
based on his personal values and goals. ><.; 
There are no rules oil what is a valid use of credit. ■ ?' 

Credit cancel p you have many of the 'things you want, but you 
can't have everything. 

7. Develop a set of guidelines to aid the credit consumer in how to handle debt 
without "going under." 

I f 



4*8 ' 

, \ • 

i > 

'4 ft 



A 



8. Develop the steps in an "Action Plan" for the consumer in credit trouble: 

Contact creditors and explain, ask for different terms. 
Borrow cash to pay off creditors. 
Use a credit counseling service. 

Declare bankruptcy. 

9. Caution students concerning credit counseling services. 
Investigate; 

Who sponsors the program 

What, if any charges will be made 

How the plan operates 

" Large fees may be charged to pay bills without the benefit of consumer counseling. 

10. Suggest no, more than 20% of yearly take-home pay as a safe amount for credit. 
4Jse income examples to calculate credit limits for such consumers, 



1. Utilize 



HUH 
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Resources 



+ Before Youfe 
"Bankruptcy 1 ^ v 
"People in Trouble with ■ 
Credit" 

(cassette tapes) 
■Consumer Gonmuni cations, Inc. 

+ When Do Yo£ Owe^ Too Much 
^i^eprTnt and transparency) 

Changing Times Education 

Sehrice 



Student PAL, pp. 67-80' 
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2, List the areas in which the credit consumer is in need of protection. 
; Students might volunteer Samples with which they are familiar. 
Credit "rip-ofis" occur daily and many are documented in newspapers and, 



magazine;. 



3, Obtain copies of The Fair Credit Reporting Act, and The Truth intending Act. 
free copies are available upon request. 

• 6oth-"Know Your Rights Under the Fair Credit Reporting -Act— A Checklist for 
Consumers" and "Truth in Lending-Regulation Z" are excellent resource? out- 
lining consumer rights. . ■ • 



4. Discuss what rules protect the consumer's credit rating. 
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5. Oevelop a list of cautions for the credit card user to guard agaifist theft and loss. 
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Resources 



Consumer Handbook to Credit 
Protection Laws 
The, Equal Credit Opportunity 
HanTCredit Rights in ' 
HousTnj 

Truth in Lending-* 
|eguTtitTon I 
[pamphlets)" 

The Federal Reserve System' 

? Fair Credit Reporting Act - 
Public Law 91-50^ 
(pamphlet) 

House Documents^ Room, 

z ^now Your Rights Under, the 
Fair Credit Reporting Acj>- 
A Checklist for Consumers 
{Consumer Bulletin No. 7) 

= What Truth in Lending Means 

'To You . 
IfiipFlet) 

Federal Trad Commission ' 



+ New Rules That Protect Your 
Credit Rating" " 
[reprints and transparency) 
Changing Times Education 
Service w f 



\ 



1 



Activities 



6, Evaluate such services as the Credit Card Service Bureau. t ( , 
, Do credit card users need a central clearinghouse for lost 'or stolen.credit. cards? 
• 'Contact: Credit Card Service Bureau ; •' . 

P.O. Box 1322 , • , '. 

Alexandria, Virginia 22313 • ' \ 

] 7. Utilize copies of credit agreements and monthly statements to illustrate 'how ; 4 
. ''■ the consumer is informed of his protection offered by legislation such as the Fair, ^ 
• , tyedit Reporting Act, Truth. in Lending, and Regulation I: ■'■ , ' ' . 

i' 

8. Investigate where to report consumer credit fraud in your community. ... 

. .. • ■ . 

9. List, agertcies whi ch offer help. to the credi t. cpnsumerr V- . 
Make So. lists: Federal agenejes /... 

, Local , s tate ^ and na ti p,hal , agenci 
Discuss- thje types of services each agency offers and/or the types of problems with 
which they deal. , i„ ■ 

10. Utilize an audio-visual approach to emphasize the recourse available in 'cases of 
fraud. . 4 •' . / 



1 'i\ ■ ? 
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Resources 



* Content Outline 
Teacher PAL 



+ Foot in the Door , . 
P"m Guide W 
this Js_ Fraud 
iFiTmGuWllO) 
(16 mm films) 
FilmFair Communications 

+ So You Want to Use/ Credit , 

Situations 4 • F" 
1 (multi-media kit) 

Changing Times Education 

Service '. 
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Generalizations 



V'.revlew of: 

the meaning of credit 
its advantages and 
disadvantages 
kinds of credit .* 
costs ojp'credlt 
jiise us4;if -credit 
■ consumer cred.it 

protection 
er prepares the con- 
sumer to make Wise credit, 
decisions In the modem 
narketplace. 



j 
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V, Discuss the students' current feelings about the statements: 

Credit Is bad— always pay cash, 
0 Credit is necessary In many situations, 

Credit should be used as often as possible, 
Discuss Why different tredit consumers might agree, with i\f*S. y 
ferent statements, because of their, own credit experiences, J 

# 

2. View a Consumer Survival on 



3. Write and .produce a skit on credit for. presentation to other 
classes.' 

. Video-tape if feasible. , ' 



4. Write and tape recor^'Cre'dU Hot Line", program of callers 
with problems wtoure gfven advice by the credit expert. 

5, Play games' which review the concepts of wise use of consumer 
credit. 



6 /develop a consumer pamphlet on credit for use by students. 
7: Devise games and puzzles to review the vocabulary of. credit. 



+ Consumer Survival Kit, 
"All Charged Up" 
(video cassette), 
Maryland Center for 
Public Broadcasting' 

+ General Business 
SHts7"Using Credit 
Wisely" ; 1 
(booklet) \' > 
South-Western ^ , t 
Publishing Company ' 



* v 

j. Managing Ydur Money 
^ credit union-pame) 

Cf A Mutual Ikirance 

.Sotiety J 



V 



♦ Student kivitUfceet 

#9 f 
Teacher PAL 



£ 



r 




Generofealioris 



8. Review the student objectives for this module. 



9. Administer* Ch.a,v.rgeJl test as a Post-test., 



J 



* Student Activity Sheet 
110 

Teacher PAL 
* x Tes 

«Tea6her PAL 
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,, AIMS Instructional Media 
Service, Jnc, 
'626 Justin Ave.. . 
Glendale, CA 91201 

BFA Educational Mediae 
2211 Michigan Ave.. 
Sanfr Monica, CA 90404 

Changing Times Education' 
" Service , , • 
1729 H St., N.W. 
Washington, D.C. 20006 

Churchill films 
662 North Robertson Blvd. 
. Los Angeles, CA 90069 

Consumer Communications, Inc. 
me Peterson Company, 
1&30 North Vine St. 
Hollywood, CA 90028 ■ 

i A I 

. Coronet Multimedia Company 
65 East South Water St. 
Chicago', IL 60601 

Credit Card Service Bureau 
P.IJ, Box 13if 
Alexandria, % 22313 



CUNA Mutual Insurance Society 

5910 Mineral Point Road 
\ P.O.Box 391 
' Madison, WI 53701 

Current Affairs 
24 Danbury Road 
P.O. Box 398 
Wilton', CT 06897 

t 

Educational Activities, Inc. \ 
P.O. Box 392 
Freeport, NY 11520 

The Federal Reserve System " 
Washington, D.C. . 20551 , 

The Federal Trade Commission 
6th & Pennsylvania Ave., N.W. * 
) Washington, D.C. 20580 

FilmFair Communications , 
10900 Ventura Blvd. 
P.O. Box 1728 . 
Studio City, CA \ 91604 - 

Guidance Associates 
757 Third Avenue 
New York, NY 10017 



House Documents Room 

! H 226 ' > 

u.s f capitoi 

Washltigton,- D' 

Inter 
400 Br, 
Kalamaz 

Journal F] 
930 Pltnel 
Evanston, 

Maryland C 

.Public* 
Owings Mill 

Modern Taj kins 
5000 Park Strefc 
St.- Petersburg/Ft v&709 

Money Management Institute 
Prudential Plaza 
Chicago, IL 60601 

National Foundation for 

Consumer Credit, Inc. ' - 
1819 H St.' N.W. , Suite 510 
Washington, D.C. 20006 (,/.', 




Y ' - 

Paul S. Amidon and Pyramid Films ' i Unlgraph Products 

Associates, Inc. Box 1048 plo. Box 24287 ' 

1)966 Benson Ave. Santa Monica, CA 90406 'Seattle, WA 98124 

St. feul, MN 55116 ' ' " ■ 

Society for Visual Education , ' Walt Disney Educational Media 

Penn State University 1345 Diversey Pkwy. ' , . / 500 South Beuna Vtsta St. « 

University Park, PA 16820 Chicago; II 60614 . , v BurbanLW '91521 



Pitman Publishing South-Western Publishing 

6 East 43rd St. Company 

New Yo>k, N? > 10017- ' 5101 Madison Rd. 

, Cincinnati, OH "45227 



V 




A provision that allows the creditor to request payment of all 
Installments art once if m or more payments are jirisseiP 

A provision tha,t allows the consumer to add additional purchases 
to an existing installment contract 

■ ■ 7 • J 
Annual Percentage Rate; rate if finance charge/ figured on an, 
annual or. yearly basis. ^Sn ' ■ 

Possession;' anything owned that has^changed value 

1 ■ i 

To take by legal authority 

A bl own-up final payment in a credit contract; may be many times 
larger than the size of other payments A 



An. esfabli foment for receiving, keeping, lending and issuing money 

•A legal proceeding that frees the consumer from debts he is unable 

to pay . , . i V 



Ability to pay obligations 
Financial resources; money andiroperty 

"V 

The privilege of using 'cfedit in jpiaking purchases in a retail store . 



I 
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' CHATTEL - * ,' Any property other >th^a r6at estate 

• CHATTEL MORTGAGE. , v A loan secured by personal property or goods and 

:." COLLATERAL ^ ""' ' Anything of valuexwhich guarantees the' payment of a loan; security; 

:.' \ collateral may be \aken if loan is not repaid •' 

* CONFIDENTIAL \ •/ - Secret;, told in \ ' ». 

/ » * « Me, * i 

^ ; CONSUMER PROTECTION ACT Truth ID Lending Act ■ , . \ 

- , ; , CONTRACT ' "V ' Written agreement that says how you will repay the loati , v . 

' XO-SIGNER t % ' i * A person who agrees in writing to pay a deb* if the borrow^ does not 

- CREDIT •' The system which allows consumers to obtain goods, services, oV money 

' ;- J • '•' and' to pay at a later date, • . / ; ' . , 

CREDIT-ABILITY An individual 's willingness aid ability to meet his financial obligations 

CREDIT ALLOWANCE The amount of credit a consumer should, beetle to handle 

.... t , • i 

' ' . CREDIT APPLICATION A form completed by the consumer when, he wants^-to use credit 

CREDIT BUREAU . ( A clearing house or reporting ^service which provides information as 

to the cre ( dit worthiness of consumers 



CREDIT CARD'- , v An identification card which establishes,. the fact that you are entitled ' f 



/ 



to use credit at specific .outlets* for specific purposes 
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CREPIT COUNSELING Aid given to the consumer which includes^organizing finances and 

. arranging .repayment schedules 1 $ 

v i • V ■ 1 I* f, 

• . % 

'CREDIT HISTORY A record of a consumer's use of credit, especially his past record 

of meeting credit payments 

CREDIT LIFE INSUR^CE Life insurance which provides for full payment of a loan in the event 

the" borrower dies ■ , 

f ' ■ > 

CREDIT LIMIT V The maximum dollar amount which can be charged 

► > « 

CRfDIT RATING An evaluation of a consumer's qualifications to receive credit; based ^ 

.on several factors 1 , especially the past record of *meeti ng ^credi t paymehl 



CREJIT RECORD ,. A history of ^credit performa'n 

CREDIT UNION ■ v : An organization of persons who band together for the purpose of saving 

" money and lending money to each othe^at a low Interest rate^ 



CREDITOR ' , One to,whom a ; debt is owed 1 - ^$BB8$>f*, . t£ 

DEBIT ! Charge / 

DEBT. ' Something/owed < 

.DEBT CONSOLIDATION Plan for paying, many creditors by borrowing, enough money to repay them 

all while repaying the loan over a longer ,peribd of time '* 

0 , . . DEBTOR One who owes money ' 0 

DISABILITY INSURANCE ■ Insurance, which makes loan payments for a borrower for as long as 

he is disabled 
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DISCLOSURE 

t 

DIJCRETIONARY INCOME 1 

DISCRIMINATION, 
DOLLAR COST OF CREDIT 

V\ ■ 



EQUAL CREDIT OPPORTUNE* ACT 
FAIR CREDIT REPORTING ACT ; 

a 

FINANCE COMPANY ■ 

4 t 

'garnishment of wages , 

■ v : 

IMPULSE BUYING ( -~" 

'I 

INSTALLMENT 
LOAN SHARKS 



i 



» 

• 



Made known or public 



> Income remaining afterlnecessities such as'shelter, food, and 
clothing have b ? een provided 

Judgment based on membership in -a group instead of individual merit 

Finance charge; difference between the cash and credit cost' of an item 

A cash payment made on a credit purchase before the credit balance 
is figured y • 

The federal regulation which prohibits the use of discrimination 
, against credit applicants 

% , . ' 

The federal] law^ which regulates 'the use of personal credit information 
by consu'merreporting agencies, creditors, and employers 

A business firm whose chief activity is to make cash installment 
loans' to individuals 

A legal action by which part of a debtor's w^ges may be ordered paid 
to a creditoV ) , 

Buying without prior planning; spur-of-the-moment purchasing « 
One of a series of payments to pay off a debt - 0 

■ > 

Illegal, unlicensed money lenders who charge extremely high interest, 
rates * - . ,\ ' ' 
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MORTGAGE \ 

. OUTSTANDING 
PAWNSHOP 

PREPAYMENT PRIVILEGE 

PROFESSIONAL SERVICES 

QUALIFICATIONS 
REGULATION Z 

t 

REPOSSESS 
REPOSSESSION 



72 



REQUIREMENTS 
SAVINGS ANQ 



LOAN 
f 



A pledging of real property to ^ creditor as security for the 
payment- of a debt \ 



oner 



A business establishment whfch lends cash for items of personal 
property which are left ffs security 

The right of the consumer. to pay off a debt in advance of the . 
due date^ r f 

Personal services provided by doctors, dentists, accountants; 
lawyers, etc. / 

Requirements c 

The Federal Reserve Board's interpretation of and detail of how 
•creditors must carry on their business under the Truth in Lending Law 

Take back 

The taking back of goods by either the seller or lender when the 
consumer is not able to make payments 



Qualifications 



Financial establishment which specializes in home mortgage and home ; 
improvement loans; such loans are made available because of savings 



dollars on 'deposit 



i 0 
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STANDARD' OF LIVING 

^TERMINOLOGY J 
3 C's Of CREDIT/ 

TOO-MUCH-FEVER 
TRUTH IN LENDING ACT 



UTILITIES 
WAGE-EARNER PLAN 

., * 



v 



Collateral i something of value pledged 

"Handling charge" a fee charged for services performed;' amount 
charged for use of credit 

The level of necessities, comforts, and luxuries enjoyed or desired 
by an individual, or qroup ' • •' « 

'•Technical terms; words having special meanings in credit contracts ■ 

JK 

The basis of credit worthiness or credibility; character, capacity, 
capital 



Tr\^al1 -too-common problem, of using too much credit 

t 

Basic' law governing those who deal in credit; includes regulations 1 ^ 
against discrimination and guidelines fpr disclosure; also often 
referred to as the Consumer tredit Projection' Act 

Public services such as power, water, sewerage, - and telephone v / 

A provision of the federal Bankruptcy Act which allows the" debtor 
to pay off his obligations without having to 'declare bankruptcy . 



J 
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BUYING OW CREDIT (13 minutes) - Coronet, 1977 .. , , ,' . ?■ ' FJLM GUIDE II 



Three, young men discuss their credit experiences- The film introduces such credit terms as finance charges, 
bank loans, down payments, interest and installment pafients'and defines the three C's of credit : character, 
capacity and capital. ; l 1 • V 

A : 5 ' t ■ ' j 

CONSUMER EDUCATION : INSTALLMENT BUYING (13 minutes) - BFA Educational Media, 1968( FILM GUIDE 12 

This film is a vtvld dramatization of the benefits and dangers of purchasing commodities on an installment plan., 
Through the medium of viewing two sisters involved in the purchase of a car, every facet of installment buying 
is explored,.. Down payments, interest ttjarges, maximum loan limits and many other important factors are studied. 

\ 

CREDIT CARDS (22 minutes) - Churchill, 1977 FILM GU1D$ 13 ' 

/ N ' • ■ . ' \ 

/Nettie Mooselock inducts one of her naive boarders into the credit world in a very funny film whichjmparts a 

great deal of practical information. Included are different kinds of credit cards, the problems of getting 

the first one, how credit 1 cards 'are used, dangers of overextension, costs, and lost cards. 

FOOT IN THE 'DOOR (9 m\nutes) - FilmFair, w\ ' FILM GUIDE #9 

A potential victim of consumer fraud tells how a door-to-dopr salesman tried to sell her a color TV at her 
-home . , During the dramatized situation, sje tells how her, awareness of fraud came about because as a resi- 
dent of t low-income housing.project.'she had been' victimized by a similar pitch* a yedkearlier. Her j 
alertness in the present case remits in arrest of the salesman. The film continues with a police lieu- 
tenant, familiar with fraud, who^escribeS' several pitches that can entrap people .(home improvement frauds, 
magazine sales, jetc. ) , and.lists J)asic questions tofask ourselves before signing a contract. Finally a ^ 
baby picture saleswoman describes sales methods andtoie of her psychological tricks. The film closes as 
the door opens and the Wby'toicture saleswoman begins to "pitch" the viewing audience. 



IN THE BOX (U minxes) - FifmFair, 1976 S ' < ^ > FILM GUIDE #6 

Two young people, Phil and Betty, meet inside a box that is symbolic of the financial crtjis each is in. ' 
The box is manned by automation-like men who intone contract legalese and threaten actiorf by creditors as 
the two sit, frightened and shamed, inside the box. Flashbacks reveal how Phil, through illnessV'and Betty, 
by losing her job, got "boxed in" financially. The two are given a "parole" to seek help. They find it 
through Chapter XIII of the federal bankruptcy laft and; through a coirmunity-based credit counseling center. 
They are finally freed from the box with an understanding of how to solve the present crisis and how to 
better manage their credit in the future. ',' • ( < • 



MONEY TREE (20 minutes) - AIMS, 1 972\ ,' 4 FILM GUIDE II 

The Mpje Tree is a tragedy - but so are all broken marriages, especially when those affected are, young, in 
loveTancI have the highest .hopes and the brightest futures'. Jerry and Ann, an attractive youthful couple 
"had it made" at the time of their marriage. They were healthy, hap|iy, very mucfHn love, both employed and 
1 confident aboqt the future. Within two years after the wedding, they were deeply in debt, unemployed, parents 
of i cfciighting bitterly, and in the process of divorce. They are still not certain "what went wrong." 
In reviewing the marriage, a pattern revealing habits of financial mismanagement begins to emerge. Each part 
of the pattern (vague material istic values and desires, instant gratifications, use of credit, failure to read 
contracts, impulse purchasing, and susceptibility to advertising) contributes to getting them deeper and deeper 
in dept. 

% 1 ■ 



READ BEFORE YOU WRITER minutes) - FilmFair, 1972 ' >( FILM GUIDE .14 

A young couple considers a typical installment purchase (a'TVset) and l^rns to really examine a contract * 
before they sign it. Inside the store, the couple is (bout to sign a contract when a consumer education 
program appears, on "their" TV. It explains what a properly drawn installment contract should include such 
.as spedfic description of the purchase^ tten confirmation of special aspects of the sale, details on 
Interest and other charges, how to renegotiate the contract, etc. The- salesman winces and the couple 
listens. Their, final decision to shop for better credit terms is made when the wife's arithmetic shows 
the high cost of low payments. 



'•"'RETAIL CREDIT BUYING (11 minutes) - 0FA Educational Media, 1968- 



A charge -plate can very definitely become a major spending hazard, -It's so easy. Two sisters kap this 
the hard way, Father shows them the right way to compute credit charges, the money paid in interest charges, 
and alj the various facets of buying on credit, They learn credit buying can be an asset, not a liability. « 



, SHOPPING FOR CREDIT (13 minutes) - Modern .Talking Picture SeVvice, 1 977 

, A college class shops for credit! Loan sharks, finance, companies , banks, auto dealers, credit unions and " 
pass book loans are, explored withjidely varying inteW charges. Thi.s film demonstrates that ft pays to 
shop around for credit and, financing and'stresses/that APR is the only way to compare when shopping for mo* 



y ■ 



' THIS IS- FRAUD (8 minutes) - FilmFa-ir, 1972 ' . .. FILM GUIDE 110 



A car advertised on TV has "just been sold," arid the customer is steered to more costly. buys - the, old '"Bait *j 
and Switch" technique. /\ door-to-door' vacuum cleaner salesman discreetly sptlls additional dirt on the floor ■ 
to make his maxlfine seem better, ' A woman reminds a 'contractor that he" said" hi s stucco job would last "as long 
as the house" - he -says there is ntthirrg like that in the contract she signed. The methods of recourse for 1 
such common consumer 'fraud cases are described e.g., traife'associatipn, offices, smajl claims courts licens- 
ing bureau, district attorney's office, legal aid society, etc*, Using three of the cases dramatized, the film 
underscores how certain danger signals in each case could hai/fe helped stop the fraud befttfe. it happened. 
) ■ ' . * . ' • ' 



/ 

i ■ 

% mm 



6 ' WORLD WITHOUT MONEY, (14 minutes) - Walt Disney Educational Media Company 



The history of money as a means of ex-change is. traced from»the use, of sea shells arid stones through coins,. ' 
currency ,*and bank checks to the.ub.iquttQus credit card. This animated film outlines constructive con- . 
sumer patterns and acquaints students with the economic concepts underlying, ^institution of credit cards. 



YOU'LL EARN IT (24 minutes) Modern Talking Picture Service • .. 

A real-life Took at the. prpbl ^ns encountered by young people entering the adult woHd-Toflflnancial Vesporisi 
J)111tx. Documented case studies; illustrate the need Tor wise management ofihe, personal fortune t&rttang 
1 adult iaiK-expect to Wrn'durfng; his working lifetime. ■ ^ 



YOUR/CREDIT IS GOOD - A FILM ABOUT.- PAYING LATEft (15 mtnutes) - Journal 1,973 



; FILH GUIDE #,5.' 



The film opens with a carefully laid-oUt sequMce of artwort describing how installment buying v/orks. Then 
■In .a series of dramatic vignktes tHe message' fs- driven, Home that no matter what you think you've been, 
promised vefbally, no matter how' good or eaiy it soup.ds » you/pay what it sa^yfi on the paper. ( You have to- 
•watfh out for yourself, and. the' time to tlo that is before you've signed anything. ' ' , 



YOUR CREDIT IS GOOD .-.r. UNFORTUNATELY (10 minutes) - Pyramid Films 



•FILM GUIDE 18 



V s Offered allurftg bargains by seemingly congenial salesmen, a recently married couple purchase many house- 
> .noM goofs' on credit and later discover what c^n happen when monthly instalments approaah^the limit of 
earning. Only a few dollars a week on a few .items can add up 'to trouble. 'V*,V<- • 





CLASSROOM TEACHERS ARF AUTHORIZED TO 
REPRODUCE THIS ORIGINAL COPY FOR 1 USE 
'. ^N THEIR CLASS^OMS. 
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CHOOSE THE BEST ANSWER FOR EACH STATEMENT OR aUESTION. 



1. Collateral is " 

A. the act of a 'person-being legally declared unable to pay his 
' * x 'debts. - ' ' _ ; 

B. a* legal -agreement -between two or more people to do something 

C. anything of value* which guarantees payrgent of a Ulebt. 

D. information offered by a person seeking credit. : 

-2. Which of ttte following ^tatemervts ^s a true statement about "credit? 

. • A. Credit is* baying* fcfr the privilege of using an; item before / 
'*/ • it is paia for, - 
\ B. Credit Is a belief, a faith, and a trust, in the ability and 

intention of a person to pay later for something that; he* - * 
\ wants or needs right .now. ., * • 

C. Credit is a medium of exchange, rjust 1 ike money. > 
. D. All of the above, V* j ,'/' 

3. Which of the fallowing is NOT an example of credit? u - , . 
A. Making a telephone^Eal 1 
. ■ B. Putting a bike on layaway - 

C. Borrowing money to buy a car 

D. Using utilities ■ ' 



Wjfnch of the following is an advantage of buying on credit? 
A. Ties up^future wages • 
^ B,. Homes can be mortgaged^ 

C. Collateral can be lost jg| 
, ,D. Repossession 'of purchases* 



Chai-r-r-ge! 
Pflga Turn 



5. Which of the following is a disadvantage of buying on credit? 

/ , • 'A. Future income is spent * '' a , , ' 

' B. Use now, without having to pay now 

C. ^ Higher standard of 1 lying' fcfr credit users 

D. Credf^: aids* the economy 

6. The dollar ( cq$t of credit is: ? 

A. the 'Amount of each' payment. .'•''*-<••'' 
* ' the total amount paid for- an item on credit. r 
. , C. the rate of interest charged for us^itig credit. 

D", the difference betweep the total amount paicfon, credit and the 
. cash 'price 6f the iteiW. . * . . 

. • "' ■ • 

"7. Mr. e." Saw found a boat, motor i .and trailer^on sale foj|$l ,500 at Jthe 
mr l n t' salesman required $100^down payment and mdnthly payments 
of $100 for two years. WJiat is the dollar cost 'of credit? • v* A 

■ r A. , $« 100 ••• • ^ 

B/ $1,000 :> a 

c. $r,5oo - \ • • v 

0. $2,500 

8< Th&fcest way to compa¥e different financial arrangements when shopping 
for credit. is to compare ' . , * " 

A. -the annual percentage rate. 

B. .the dollar cosjt of credit.- * ' ' * » •' ^ 

C. the down payment and the amount of each payment. 
• • • D. all of .the above. ' " 




( ; 9. The Annual Percentage' Rate is the 

'.-A. yearly finance charge. •• *,\ - 

. '■ B. percentage of the total price ^paid.^ "one -year. 

C. yearly rate of interest charged, for using credit. 

D: difference between the totaT amount p^d on 4 credit and, the 
J cash price of the item."' ' 

10. Loans can be made with -each of the followingllfe&PT 

A. . pawn shops. 

B. credit' unions. 

C. credit bureaus. 

D. finance confpanies, 

^ .11. When seeking, a loan, the lowest in t&est rate/hrHa availab1'e\at your 
- A. bank. 1 » 1 

; • ; B. credit union. 

C- finance company.' p. 

D. savings and loan. ; 




Cha-r-r-geM dj - ■ 

P^ t! T i n te e -ft 





12. Which Qf the following ways to make purchases are credit accounts? > 

♦ A. Credit cards, certified checks, revolving accounts . 0 J 

B. Credit cards* installment accounts, travelers checks . 
C* Credit cards, installment, accounts, revolving accounts 
D. All of the above • a 

13^. Which of the. following usual l^jjj ^ the consumer the least for Its'use? 
A. Credit oawd - 
6. Thirt^Hay charge accp 

C. Installment account- 
/ D. Revolving account 

14.x In order to prp^acfe a good.crec^ ratling you should 

A. * ngveKcYiafc^e fior§ than you^caij pay in ca^hw' 

B. fulfill, all 7 terms J 'of a » credit ^a<jrqement. x 

C. maintain a^gojod emplpyrtient record. 

D. do all of .the, above." " " 



15. When a persbn appffes for credit ,. which of the following information 
is usually. considered? • 

% A. Applicants sax, race, and,, credit record 

B. . Applicant 1 * age, race, and marital status 

C. AppMj^Jvt's -age, fncPme, and credit record 
D r ^ ; Applicant's common sltise and the economic conditiOM^f the 

"~ country* . ~f$m> 

16. Th^purpose of a credit bureau is to. do all of the, following EXCEPT 

A. mafke loafts to. members. f < . 

EL maintain files on credit users. 

C. gather i.nforaat^^( on those'TJho use credit. f : r 

, V . D. act as a clearwiw^se ft^r. credit information. 

17. ; The services ^offered by credit bureaus include 

' , :prp£idipq ^ information about consumed to businesses. 
* r ; '; "PV-bvJld 1«ig" *1 'Q^arinV&1 on about consumers to employees. 
%^:C> ' serjclfng>"nett.ers of Support "for. consumers. - 

/ ■ i: r ; ajl of the above, *™ . ^ 

18. Whiph qf jthe following does T^OT usually signal abuse of credit cards? 

. A. i A bill does not agree with charge receipts. 
* v . A cashier Returns the wrong card to you. 

. f X. A cashier makes , a phone call to get *a xode number. \ 
* 0. A feoewaLxard is late in arriving. 

^ v ' • • *i>:-.. v ™ 




Cba-r-rvge! 



^ 19. Credit^;cards s can be obtained legally by 

A. , property ■Completing ^in application. m ■ 

B. buying a stolen card. - 

C. failing to return a customer's card. ■ \ 
4 Q. all of the above.. 

20. The Fair Credit Importing .Act s.ays that 

A; the consumer catfnot be refused credit because of a- credit 

report. • ' . / 

B. the consumer cati review h'ft* credit file.r 
r C. the ^consumer must be informed of the finance cKarge- and the APR. 
• 0. all of the above are , true. - : f A 

21. Mr. Lucas Jones has lived at 421 Sunset Driven San&y Soot, Florida, with 

. his wife, Willie Mae* for 19 years. Mr. Jones has worked as a plumber for 
J - the 'Stopped Up Plumbing Ca. (1595 N. Jefferson St. ^fteachbal 1 , Fl a . ) fo 
seven, years. Before that he worked as a' plumber's helper :; for the Clogged 
Up Plumbing Co. (127 Northwest St., Peteberg. Beach, Fla.) for ten months.. 
He 'now makes $250 a week. ' i 

Mrs, Jones is an^optician with a cbmpany call edJOptical Spectacles (17 N. 
& ■ Ftrsf St., BeachbalU Fla.). -She has been employed there for* three years 
"*'*.?■ and earns $1,000 a month." . 

The- following Hi' part of a credit application to be filled out for Mr. and* 
Mrs. Jones. 



4 

> 



ERIC 



Name of 
Employer 

-Street Address 

City & State 



How Lor\g^w 
Present 
Former Emplb 
(1# less th, 




0ccupation_ 



Pay_ 



year with present employee) 



..Address 



How Long? 



Name of Wife's Employer^ 
Ad d re 4$ ;y_ ; 



t 



How Long_ 



Pay 



4 il 



_wk. 
mo. 




Based, upon thfe information given, wf\iy3i|^ou Id appear in the space in the 
application markedX? . ' ■ * | % 

A. Stopped Up Plumbing Co. \ ' ■ • 

v ■ '« B. -Clogged Up Plumbing Qo. ;\/. ; # ' < 4 *-. t 

C. Opti pal Spectacles 

0. Nothing ^ the space . *h^l|Tb^ left \b1«nk 




oo 



SI oo Poo Poof'™ 




; i ®®©@ 
2®®©© 

4®®©© 
5®®©© 
6®®©.© 
. • 7®®©© 
.8'®®©© 
a. 9®®)§)® 
10®®©© 
11 ®®©@ 



12®®©© 
^13®(|©® 
14®®©© 
i 15®®©®" 
16®®©© 
47®®©® 
18®®©® » 
19®®©© 

f 

20®®©© 
21®®©© 




Credit Poll 



SURVEY PARENTS/NEIGHBORS AND OTHER ACQUAINTANCES TO COMPLETE THE 
FOLLOWING* CHECKLIST i 

YOU SHOULD INTERVIEW AT LEAST SIX PEOPLE. 



;* QUESTION : HAVE YOU EVE,R USED ANY OF THE- FOLLOWING TYPES OF CREDIT? 
' w ; IF SO, PLEASE INDICATE BY CHECKING, THE APPROPRIATE BOXES 

OF THOSE WHICH YOU ^VE USED. 



V INTERVIEW E -. 


credit Source 


1 • 


2 


i 

3 


4 


. 5 




TOTAL 


BANK LOAN 






■ X 








a. 


CREDIT UNION 




•• • t> 












FINANCE COMPANY 




— — r 












||, PAWNSHOP 
















SAVINGS & LOAN • 
















- 1 — : 7^ 

LIFE INSURANCE LOAN •' 








9 




/ 


£ 


"charge account 












- 7, 




CREDIT CARDS 












, * n 




iwSTALtME# PAYMENTS 








f 

■ 


ft 


• 




• FRIENDS 








1 








-r —is — — 

OTHER SOURCES 


9 . 


' . • * 




1 

r _ \ 









ERIC 



1 . 

■ i 



90' 




Salej 



V" 



or 





STUDY THE FOLLOWING LIST OF CREDIT SOURCES AND 
INFORMATION: 



Charge Accounts 
Commercial Bank 
Consumer Finance Company 
Credit Card 
Credit Union 
18% 



Installment 
Loan Shark 
Open or Regular 
Savings and Loan 

.12% . • • 
Utilities 




WRITE THE TERM WHICH CORRECTLY MATCHES EACH DESCRIPTION BELOW: 



UTILITIES 



01dest\3nd most popular type of charge ^ccounjfc 
Services provided on credit ** 



Usual, annual interest rate for charge 
accounts * " 

Often used to pay for things while traveling 

Credit sources specializing in home loans 

' Largest source of consumer credit- 

. A poor source for cash loans j 

Only members may obtain cash loans her^ 

Credit sources specializing in cash install- 

toent loans to individuals - * ^ ' 

• • ' * r ... . 

May be "Open", "Revol ving" , or "Installment 11 



CBSDIT CAMPS 





CHARGE 





oan or v > 
Borrowing Credit'. 



- - STUDY THE ILLUSTRATIONS OF LOAH SOURCES . y THINK ABOUT THE BEST SOURCE^ * , £ ■ x 

FOR EACH TYPE OF LOAN ILLUSTRATCD BELOW. WRITE THE NUMBER? OF THE BEST ' 
% SOURCES UNDER EACH I LLUSTRATI ON, 




sj: 

I A UK' 

i 




APPLIANCE 



CUDIT 

umo/t. 
2 



fINANCf 



4MV 

4 



4 SAVtHQS 




LOANS 



5 



LOA/t 




VC«L ESTATE 
LOANS. 



HOME. IMPROVEMENT 
■ LOANS 





EDUCATION 
LOAM 




peRlONAU* LOAUS 



ERLC 



WHICH TWO LOAN SOURCES SHOULD. YOU NOT'USE? ^_ 

' • / 
WHICH LOAN SOURCE WOULD NOT B£ AVAILABLE TO ALL CONSUMERS? _ 

ONE OF THE MOST IMPORTANT NEEDS- FOR tOANS .IS AN EMERGENCY. 
WHERE MIGHT YOU BE ABLE TO BORROW »M0NEY W AN EMERGENCY ^ 
.SUCH. AS AN ACCIDENT OR LOSS OJF A JOB? . " — 



f 



■ j y 



X 




Loan o* Borrowing Cr 




EACH«.L0AN S.OURCE : HAS .BEEN LABELED WITH AN APPROPRIATE APR. 

IMAGINE THAT YOU ARE BORROWING SIOOOFROM EACH SOURCE FOR ONE YEAR. . 

ON THE LINE BELOW EACH SOURCE WRITE THE DOLLAR COST OF THE CREDIT FOR THE 
THE FIRST ONE IS DONE FOR YOU. * 



LOAN. 




BANK 

12% 




UNION 

9% 




FINANCE 
CO. 

24% 



tlAQ 



:RIC 




SAVINGS 
A LOAN 

8*s% 




T 




LOAN 
SHARK 

300% 



IF YOU HAVE COMPLETED ALL THE EXAMPLE^ CORRECTLY, THE DOLLAR 
FROM ALL SOURCES'WILL BE $8895. 



.if 




OF CREDIT 




■ -ami? 



THE" KINDS OF QUESTIONS ASKED ON A CREDIT APPLICATION ARE TO 
INFORM THE' CREDITOR ABOUT THE CHARACTER t CAPITA^f.ANJ? CAPACITY 
OF THE APPLICANT. ' - " , . ' K 

STUDY THE KINDS OF QUESTI ONS ASKED 'ON THE SAMPLE APPLICATION &ND 
DECIDE WHETHER IT IS> CHARACTER • CAPITAL? OR CAPACITY QUESTI ON. 
IF IT IS A CHARACTER- QUESTION* WRITE 1;_ I N .THE BLANK * 
IF IT IS A CAPITAL, QUESTION t WRITE 2. IN THE BLANK. ' 
IF IT IS A CAPACITY QUESTION * WRITER IN THE BLANK. 




, Date Opened' 


iflmlt \ 


Interviewer; 


r Rent P 
Board Q 


m z — * 

Rent/ Mortgage 

•:»•: • < 

■' f 


AuthoMzer 

C L_, : 


Telephone 

V 

jfc™ : . • 



Q Ms. ' 

□ Mr. 

□ Mrs. 

□ Miss 



Please Print 



Street *Address 



City ft State ■ 



Social Security Number 



How long at present address 



_ Zip Code 



"If less.thah 2 years, how long atsprevlous adcjre 



If less than 2 years, give previous, address 



.Name bnd address of. employer 




-*-r 



) 



TEreSF 



TTtF 



TEaET 



F 



How Ion* with present employer 
eribl 



Former employer ^ •> ^ ■\-*t&p. ._" ; 
(if less ^'an'one year with present employer) 

% Other Income and source-. . 



Occupation - 
Address 



Earnings 



.DWk- □Ho.£] Yr. 
How long? *S 



r 



□ ChecM^Acct. 

□ Savings Acct. Narnj* of Bank. 
Personal references 

1 . Name 

2. Name 



am^o 



Address 



Address 
Address 



— - ~r~ •> 

u Charg* Ac££unts/Lpan References 
« (.Store/Compainy)! * 


'Address H}\ 


1 IT ■ 1 ■— — 

Account Number 

■je ; — - 


■ ■ y ■ 
'Balance 


-MontWy Payments 












i - ' v- : - y ■ 


■ 4 , 


* * 


— | .. . . 





ERIC 




.COMPUTE THE FOLLOWING. APPLICATION FOR A LOAN. ..•""*•• 
USE Y 0 U RS E LF t " Y OUR PARE-NTSi A% ACWA I NTAN6E i OR AN IMAGINARY ; 
PERSDN. AS THE APPLICANT. ' r * . - •„ ; 

^ THEN REVIEW THE COMPLETED FORM. DECIDE HOW WELL THE APPLICANT 
WOULD aUALIFY FOR 1/ LOAN .FJgOM THE SEAMSEASY -CREDIT COMPANY . 



a*- - 

C]Mr. v 




Please Print ' v " 


Date Opened 


^Llmlt . 




Own ; Q * +■ 










Board, Q 





How long .at present' address 
If less than 2 years, give previous address 

\ "Name and address of employer • - 




f: " 'Street Address^ & 



; City i St^te __ 



Interviewer ' 



-,Author.1zer 



Telephone 



5ocTa1 Security Number } _„ 



• Zip Code 



If less tfian 2 years, hot long at previous address 



Street 



: t\ty 



~7TT 



-fr- 



How long wUh pr^Bnt employer 
Former employer 



(1f less than one year with present employer.)^ 

Other income^fa source » _ _ j? 

Q Checking Acct. " ' ■ 

Q Savings Acct. ^Name of Bank » » * • s> 

Personal referenced 

v. 1 . Name V * . 

^s2! Name • _ 

— 1 L— l_ . , 



Octupa^tion _ 
Address 



fellow long? ' 



Addre|S 



■ ^ 



Address. 
Address 



• OhaQpfcccjiunts/loan References 

(storey A. 


Address • ' 
— ■ ^ 


». 

• V 

^Msount Numfier /, 

* 


i , 

'balance 


■ v*- * •* 

> ■'. 4, -'- 























1 




DOLLAR COST OF CREDI 



*4 



PRACTICE FINDING THE DOLLAR COST OF CREDIT BY COMPLETING EACH OP 
THE EXAMPLES BELOW: 



1. ED TU 
$32.0 




v . ... 

ORROWED $300 FROM A SMA 
NTH FOR 12 MONTHS. 



\ 



LOAN COMPANY AND PAID 



WHAT W«& -THE" DOLLAR COST dp THE LOAN? 



" 7^/ RUDY YORK FINANCED HIS NEWLY PURCHASED USED CAR AT THE LOCAL 
'BANK. WITH NO DOWNP-AYMENT. THE"' CAR COST $1000 AND WAS TO BE 
PAID OFF IN 12 MONTHS AT $92.00 A MONTH. 

WHAT WAS THE DOLLAR COST OF RUDY'S LOAN-? ' ■ " 



3. ANNIE B. WISE BOUGHT A USED CAR VALUED AT $1800. UNDER THE 

TERMS OF HER. LOAN. SHE MADE A DOWNPAYMENT OF $600. THE BAL- 

\ ANCE WAS TO BE PAID IN .12 MONTHLY. INSTALLMENTS OF $109. 

WHAT WAS THE' ACTUAL DOLLAR COST OF THE CREDiT? 



THE HAZZARDS HAVE DECIDED TO BUY A TV SET ON THE INSTALLMENT 
PLAN. THE SET THEY WANT COSTS $-225. THE DEALER HAS OFFERED 
IT TO THEM FOR $20 DOWN AND $5 PER WEEK FOR FIFTY WEEKS. THEY 
TH INK THIS MAKES THE SET RATHER EXPENSIVE. 

CALCULATE WHAT THE SET WILL COST THEM. , __ 



WHAT IS THE DOLLAR COST OF THE CREDIT? 



mm 





NUMBER 
OF 

INSTALLMENTS 



X 



AMOUNT OF 

JEACH 
/ PAYMENT 



CASH -PR ICE 
OF ITEM 4 



Studtnt Activity Sh«et *7 
Crtdlt 



DOLLAR CDlXST OF CREDIT 



v 



5. COMPLETE THE FOLLOWING TABLE CONCERNING A RECENT TV SALES 

PROMOTION IN ATLANTA i GEORGIA. ALL MONTHLY PAYMENTS >ARE TO 
RUN FOR 12 MONTHS. ~\ 



TV 
SET 


ORIGINAL 
PRICE 


SALE" 
REDUCTION 


SALE 
PRICE 


DOWN 
PAYMENT 


BALANCE 
DUE 


MONTHLY 
PAYMENTS 


TOTAL PRICE 
, OF TV 


DOLLAR COST 
OF CREDIT 


1 


• 

$620. 


$50 




$142.50 




$40.00 






2 


f 

$840 


$65 


- 


$193.75 




$52.80 






3 


$460 . 


$35 

^ 




$106.25 




$33.00 

< 








$1100 


, $90 




$252.50 




$70.00 






5 


$580 


$45 




$133.75 




$39.00 




\ 



V 





INTEREST 




BE 



QUOTED FOUR WAYS 




1 SIMPLE INTEREST 



v 



Interest charge is added to a loan that is paid with a single payment. 
Loan and interest are paid at the same time. 
iLoans of. this type generally are made only to businessmen. 
I$100 borrowed at 7% would be paid back at the end of the year. 

$100 + 7% = $107 



2 INTEREST ON THE UNPAID BALANCE 



Interest charge is .computed and. ctfflected each time payment is made. 

Finance charge is 'figured monthly as a percentage of the unpaid balance 
and is added to the scheduled monthly payment. 

A loan of $120. to be paid back in 12 months at the interest rate of 
1% per month on the unpaid balance would mean $1.20 in interest 
the first month, $1.10 the second month, $1.00 the third month, etc 



3 ADD- ON INTEREST 



Installment payments include the interest charges. 
Interest' change is added to the amount borrowed. , 
The total amount of a $100 loan at 8% is $108 to be paid in 12 payments 
of $9 each. 



4 DI$C0UNTED INTeREST 

Lender tfakes out the interest before giving the borrower 'the proceeds 
off the loan. , 

Lender receives the interest immediately. Borrower repays the total 
amount of the loan. ' 

For a loan of $1000 with an interest rate of 7% discounted in advance, 
the borrower would receive &930. Total of payments to pay Qff 
the loan woul d amount to $U000. 
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WORDS 



20 OF THE ttOST IMPORTANT CREDIT TERMS- FOR YOU TO REMEMBER ARE: 



1. APR - 

2. Bankruptcy 

3. Capacity 

4. Capital ! 

5. Character 

6. Collateral 

7. Credit 



8. Credit application 
9.. Credit bureau 
jpu Credit counseling 

11. Credit record - 

12. Credit union 

13. Dollar cost of credit 



r 



14. Equal Credijt Opportunity Act 

15. Fair Credit Reporting Act 

16. Installment 

17. Repossess 

18. Security • 

19. Servide charge' 

20. Truth in Lending Act 



USE THESE WORDS TO COMPLETE EACH OF THE FOLLOWING EXERCISES. 
WRITE THE NUMBER OF THE .TERM WHICH MATCHES EACH DESCRIPTION: 

REGULATIONS * 



Makes it possible for a wife to obtain credit in her name, separate 
from her husband. 

Requires disclosure - of both the dollar cost of credit and the annual 
percentage rate 

Regulates the activities of credit reporting agencies 



GETTING CREDIT 



/ 



The system' which makes it possible to get things now and pay later 
Money and property; one of the. "3 C's of Credit" 
Ability to pay; one of the "3 C's of Credit". 
Reputation; one of the "3 C-'s of Credit" 
The f^nn' completed by a consumer who -wishes to use credit 
The "home" of credit, records -^^^ r 

The consumer's recor'd^of credit* use 
Collateral <5 



■-nt Activity Sh««t #9 
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A guarantee for payment of a loan 
A source of credit 1 for members only 



Aid^given to the consumer who is in credit difficulty by one trained in 
organizing finances 



What the dealer does with the car you can't pay for 
The last resort for the consumer in credit trouble 



COSTS 



"Handl ing charge 11 

The difference between the cash and credit cost of an item 



Finance charges expressed on an annual basis as required by the Truth In 
Lending Act 

One payment of many 



WRITE THE MESSAGE BY CHANGING NUMBERS* TO WORDS i 

• v 7 =. ( 3 +4+5) +8 + 6 



♦(USE THE NUMBERS ON THE PREVIOUS PAGE.) 



StudMit Activity ShMt W 



J00 



FRIO 





oo 



NOW THAT YOU HAVE COMPLETED THE ACTIVITIES IN THE CREDIT PAL, 
YOU SHOULD BE ABLE TO : ' t 

\ ' ■ 

1. Identify each of the Passwords used .ly this PAL. - 

2. Define and describe credit. 

3. Identify examples of credit.^ ; ... ) ' 

4. Identify the advantages and disadvantages of credit. 

5. Describe the dollar jcost of ^credit antf how to find It. 

6. Calculate the dollar cost of credit. 

7. Know the best way to compare different credit arrangements. 
• 8. Calculate the APR. • , 

9. Name the best credit purchase from among several described. 

10. Identify sources of loans. 

.11. Identify types of loans available at various sources. 

12. identify types of credit' accbunts. 

13. Identify' characteristics of different types of credit accounts. 

14. Identify how to protect a good credit rating. 

15. Identify how to determine whether a person Is eligible for credit. 

16. Identify the purpose of credit bureaus. / ■ . 

17. Identify services offered by credit bureaus. 

18. identify signals of credit card abuse. * y 

19. Identify ways Hi which credit cards are lost or stolen. • 

20. > -Identify the effect of the Truth in Lending and The Fair Credit Reporting 

Acts. ' \ 

21. » Fill c - --t DPllcation. 
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film guide: 



• Buying on Credit 

Thnzz young, men ducua* tkoJji cAzdit zxpvUzncz*. 
Thz&<Ltm In&ioducLU 4ac/i qJlzxUX twrto cu> 6-Lnancz changes, 
bank loan*, dompamzrvtej inZzrwAt and In^tatZmznt pay- 
menta and dz^inu viz tfoizz C'4 atf csizdU: : chaAac£zi, 
capatuty and a$itaJL. * 

As you watch the film, or when it is compl feted % answer the fol 
Towing questions: ' 

1. How do you think Irv could have avoided some of 
the mistakes he made in using his bank credit 

; card? 

2. What procedure does a bank or department store 
. follow before it decides to issue a loan or a' 

credit card? *~ 



Have you ever borrowed money from your parents 
or a friend? What arrangements did you make to 
pay it back? 



4. What is a credit bureau? 
* v - • 

5. Wh^ is it important to have a good credit rating? 

/ 

oo^ioar open una i evo1vniy crtuit account. 
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film guide: 

Consumer Education: Installment Baying 

This- iiXm Is" a dramatization *ot'tht benzb-Lts and dangzAs 
oi^fuAchaUng cjormodWM on an insAaJUmwt plan. Watch as 
tiao\isteAA txfione. evety iaczt oi instaJUmint buying. Vom 
payments, intzn.vst diaAgzs, maximum Loans, and many otkoA 
impoKtant factors ate studied. , 

As you watch the film, or when it is completed, answer the following 
questions: 

.1. What is "add-on" interest? How is it computed? 

■ 'l ; ' ' 

2.° What -4s. meant 'by a "sliding-scale" interest? 

Why might- an agency compute interest in this way? 



How is a credit union different from' other loan 
agencies? 



What service is offered by a loan company that would not v 
•be available at a bank or credit union?. 





.ne f.iin, wi..uO agency was taking the greatest rislc 
undeY the plans offered? Whicb agency was taking the 
least risk? What >s the relationship between the amount 
i.of risk taken and the interest charged? 





■ II 
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Compute the cost of financing the car at each agency. 
Assume in each case that you have $300 for a down pay- . 
ment and wish to borrow only $700. You will repay the 
loan in one year. , 

OATt - _ 2 X ■ClPAYMENTS" PER YEAR> X {FINANCE CHARGES> 
RATE = ; ■ > 

{AMOUNT BORROWED} X {#PAYMENTS + 1> 





How mudh would the cost of the car increase if it wer€ 
financed over a two-year period? 



.J 



Discuss the interest cnarged orv revolving charge accounts 
and the interest charged on overdue JO-day charge accounts. 



9. Discuss the need for and the advantages of budgeting, 



/ 
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film guide: 

CREDIT CARDS 

4 

ShUdon ?wi*ock,' one oi life'* 4>ince*e, wgzn pzopli^. 
WttittA to 6e tkz om&A. oi a cAejdit avid. He taku kU pij&o* 
" Izm to NettU, kti landlady. U&tw caAtiulty cu> Ntttie. 
1 izZatu the. usz& [and ra&uAei) oi cJitdit avidi, thzln haj>\u> 
and Umita*AoYU>\ obligation*, rfeejft and otheA information 
uAibudL to thz CA&dit avid novict. 




As you watch this film, or when it is completed, answer the fol- 
lowing questions: N 



Pretend you are a creditor. What facts would you 
want to consider 1n judging *a person's ability to 
handle credit? 



How. can credit cards make life <= 



or 




What are some warning signals that could a'lert 
you that you were using credit too freely? 



4. Why do some individuals, "overextend" their credit? 



5. How does the Truth in Lending Act protect credit card 
holders? v 
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film guide: 

, Read Before You Write 

A ygung couple. conbideAA a typical. in6taUbnejnt puAcha&e. 
■ [a TV and l&ann to examine, a contact bz^oJiz thzy Uan 
it. Notice, what should be included in a ptopvdbj dfuwm.in- 
italtrmnt contnact and that Low payment* may &ianal a high. 

CQ&t &0A. CJfJLdit. . 

As,you watch this film, o/when it is completed, answer the fol- 
lowing questions: - 

1. Why is each of these features of a properly drawn 
installment contract so important? 

(a) Exact description of purchased item . 

(b) Ho bjank spaces 4 

f 

\(c) fcash price „ ^ 

(d) Interest rate 

A' 

(e) Other charges, 

(f) Deferred payment. pric 



(g) Written confirmation of special aspects 
. of the sale * 
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What are the three main\ points to particularly watch for 
in a contract? 



What makes the couple decide to shop^for better credit 
terms? 



Under the pressure of the moment, some people find it 
difficult to not do as the salesman suggests. How 
can such people learn to resist sales techniques? Give 
specific situations and suggestions. 
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film guide: Yoar Credit Is Good ~ 

aFilm about Paying Later 

c Expended c*ec££& can hold many hazasid* to tht umaAy 
cortAurae/i/ No mattzsi 'what yon think you have, been p/iomuecf 
vvibaZly, no matte* how good ok zaty it 6ound6 — you pay 
' u)hatiX Aay* on tha papaA. Vou have, to uxitah out ion. yoiVi- 
Ae£^./The tbriz to do that U berfo/ie you haver tiqnzd any- 
thing* 

As ydu watch the film, or when it is completed, answer the fol- 
lowing questions : 

Define each of the foil owfng terms: 
(aT Finance charges' 

(b) Annual percentage rate 

(c) Simple Interest i 

(d) Dowji payment 
2 How do you shop for mofley? Mere do you shop? 



3. What 
cred 



is "credit addiction"? %p*>ou 
it addicf? ^ W 



know anyone whq^ is a 




4. Have you ever bought anything on credit that you would 
not have purchased if you had to pay cash? If so, what 
were the circumstances? q . 




■ ■ ■ • 
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film guide: IN THE r 

Tloo young ptoplz, ?hJJL and BeJXy, 4u^eA t 
p/ioblzm* and gzX "boxed in." Notice hou) #te fa 
a "paxolz" and o*e finally ^eed &nom thz box uu^ A<l\ 
standing o& hovo to *olvz th<UA p/ie^e/tt cJtlsu and koto to 
beXteA manage thziA cAzdlt In Chz Rotate. 

As you watch thii> film, or when it is comp 1 e Led ^ answer the rol- 
jv4) ng questions : 



i What Joe ^ Llic Uyj 



was 10 blame: ror his proiJem' 



j Ke |j 



i >\< r 






film iu 1 lie '6 
!re0l t 



<£3 



lut) 



fill 



film guide: THf WB M 

, THE MONEY TREE it> a tAxigady — but 60 (Via alt biokzh 
mxa>Lui%<u> , wpzclalty vokzn tho^z a^zcXzd oaz young ux 
lovd, and havz tht bLykut ko$o* and the. bnlgkteAi 
TkU 6<Um<ti not art indLLitinwt o& young maAAlage.; mvnzy 
and U.\<utyle. problem asie. no K<upzctzru> o& age. Vivotice. 
and b&nkAiiptcy oaz aJUo Vtaglc to oldeA zAtabluhzd moA- 
hJuxavb. HocueueA, to the. young mmbz/u otf ouA tocteAy, 
4acn monzy pAob&emA can pAzdcteAminz a Li&ztimz o& con- 
fiLLct and hcJJbiAe.. 

As ydu watch this film, or when it is completed, answer the fol 
lowing questions: 

1. Give three examples of how spending habits during 
dating might indicates person's ability to handle 
money in marriage. 



Does planning and saving ruin the M fun n of shopping? 
Does anyone you know plan their expenditures any- 
more? 



3, Are money-handling techniques an indication of- an 
individual's value system? 



Lawyers sometimes say that "money, or the lack bf it, is 
the main cause of divorce." In what ways can this, be true? 







9 
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no 



r 5, What does ''the^ood life" mean' to you? Does it involve 
money? Why err why not? 



6. Do you think loVe is the answer — 
protect you from problems in marri 




.love can 




7. Who should handle the money in a marriage? Why? 



8. 



■ L 

Coi>ld what happened to Ann and Jerry ever really happen? Could 
such problems destroy a marriage? Why? 



9, Whfere does a "value system and lifestyle" fit into the marriage 
of Ann and Jerry? 



10, At what stages in the "family life cycle" du the eApen^eb r>eenw 
the greatest? 



11. What doe^ It ineuii lu bay that inoitc:^ io Un .i.. 

conflict but not necessarily the cause of th, conflict 



12. Define "liviny within one'b mcaib " ui ^ cumpi 



13. Assume that you will be married buun I "need:* anJ ''w«jKi . > /uur 
first year of marriage. 
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film guide: Your Credit Is 

Good--- Unfortunately 



Follow M*. and . GuUzy cu> thiy go out to bay a nm 
n.z^nA.gUuxX.on. and come home mXk a Kz^^uig^uitM P uxu>hzA ana 
dxyui, and Ao&a. Howjzvza f an^p the izaz'"! thz Guile 
gzt an omQKtixyiiXij fan \n W" • thing* ue' 

di&fazn entity! 
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film guide: f 

Foot in ihe Door 

In a dAomcvtized siAiux£ion taken ^Kom an abtua£ case, 
a woman wcvie o<$ the techniques used by "pkoM'^alzspeople 
takes action thcut leads to the sate^p^uon^W aAAZAt. 

As you watch this film, or when it is completed, answer the fol- 
lowing questions: 

1. What is the first thing you want to do when a 

door-to-door salesperson arrives at your home? 




Describe jthe method used by the baby picture- 
saleswoman. Do you know any other methods some 
times used by door-to-door salespeople? 



What dre yuod w3y:> 10 Jfc t t iJ of unwanted viuut 

to-duor salespeople:? 



4 I f ic > A,..l.i i I ■ >| I i i I t it. WJ, 



call the .jtice wrai wa,s can you ti.im or tha. ou 
give you freedom 10 call in difrerent situations? 
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TkU fi+Jbn uiiZZ acquaint you uu£h ^KoxxAxxJiznt 6aZ<u> 
tzchniquz* . Wcutch ion methods o$ tecoifLAe avculablz to 
v-LeXim* 0(J tinAzz common conAumeA fiiaud caie^. 



f As you watch this film, or when it is completed, answer the 
following questions: 

1. Have you ever known anyone who had been "taken" by 
fraudulent sales techniques? If so, what were the 
circumstances? * 



2. Describe what methods of recourse were available 
for each of the consumer fraud cases described in 
t;he film. 

(1) ' > 

(2) 

(3) 



3. Describe "tip-offs" to possible fraudulent sales approaches. 






l l l l l I I I I ■ ■ ■ II r 




er|c ; 



FHm Guidt #10 
Crtdlt 



114 £8 



BENEFITS OF CONSUMER CREDIT 



RAVERS: 





BORROWER: QQg© ®{P fS®®SQ: 



SOCIETY: W\}®tf(B £1®®^! 



tell 




0 





Credit 




ADVANTAGES 




Immediate Use 



ADVANTAGES 




Cost 



Convenience 



Credit Rating 



Risk 



CAN YOU THINK OF OTHERS 




ERIC 



Sales or Purchase Credit 




r 



Cash Loan or Borrowing 

Credit 




Cash Loan or 

Borrowing Credit 






CDucTatioh 

UOAHS 



PERSONAL LOAHC 



* REAL SSTATE 
LOANS 



AUTolSo&ttt 
LOANS 




THE 3 Cs Of CRtW 




CHARACTER Is he a stable, celiabl* ucaon who refelly tries 

to meet all his j6-b ligations? 



CAPACITY 



Is it likely th,ar his inooi.it> will auher remain 
stable or increase during the life of the loan? 



CAPITAL 



O Tp«ntp»rtncy M«sur *7 



Will he be able to make payments for this and 
all his other obligations? 



7S~ 




■ i f. ■ 
f>-.-. 
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Cost Factors of Credit: 



How Much ? 



$$ 



How Long ? 




$$ 



How High the Interest . 



Trtnsp«rtncy Masttr #9 
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Evaluate Credit Statements 



When you treat credit as a privilege, it can help 
9 you have more and enjoy more. 
* Carelessly used, it can. become a trap. ; 



\ ( 

• ' ? ■ 

You have a choice either you can contjrol credit 

or credit carl conirol you. / 
The ctjoice is up^ro you. ' 



How a person spends his money is a matter of 
individual choiceand based on his personal 
values and goals . J 

There are no rules on what is a. valid use of credit. 



Credit can help you have many of the things you want 



lyfiQUH uaii NWIJJ yuu novo man 

t ? but you can't have everything. 



/ 




ft- 



NAME 
CLASS 
'DATE 




Poof, 



go ^ oo 



o o 



1 




1®®#® 


12®©#® 


2®®'©# 

* 


13®#©@ 


3®#©® 


14®®©# 


4®#©@ * 


15®®#® 


5#®©® 


16#®<|)® 


6®®©# 


17®®©# 


7®#©.®' 


18®®#® 


8#®©@ 


19#®©® 


9®®#© - 


. 2Q®#©@ 


10® ®#@ ..' • ' 


.;i.2T®$'©# 


11®#©@ 
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Sales 



or Purchase 
Credit 



STUDY THE FOLLOWING LIST OF CREDIT SOURCES AND 
INEQRMATIONi , 



Charge Accounts 
Commercial Bank 
Consumer Finance Company 
Credit Card 
Credit Union 
18% 



Installment 
Loan Shark 
Open or Regular 
Savings and Loan 
12% 

Utilities 




WRITE THE TERM WHICH CORRECTLY MATCHES EACH DESCRIPTION BELOWi 



OPEN OR REGULAR 



UTILITIES 



18% 



CREDIT CARDS 



SAVINGS AND LOAN 



COMMERCIAL BANK 



LOAN SHARK 



CREDIT UNION 



CONSUMER FINANCE COMPANY 



CHARGE ACCOUNTS 



UTILITIES 



Oldest and most popular type of charge account 
Services provided on credit 

Usual annual Interest rate for charge 
accounts 

Often used to pay for things while traveling 

i 

Credit sources specializing in tiome loans 

Largest source of consumer credit 

A poor source for cash loans 

Only members may obtain cash loans here 

Credit sources specializing in cash install- 
ment loans to individuals 

May be "Open", "Revolving", or "Installment"" 




CREDIT CARDS 
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CHARGE 
ACCOUNTS 




SERVICES 



Cash Loan or 
Borro wing Credit : 



/ 



STUDY THE ILLUSTRATIONS OF LOAN SOURCES. THINK ABOUT THE BEST SOURCES 
FOR EACH TYPE OF LOAN ILLUSTRATED. BELOW. WRITE THE NUMBERS OF THE BEST 
SOURCES UNDER EACH ILLUSTRATION. 



4! 




I A Hit 
1 



B)Si 



cntoiT 

UNION 

2 



FWANCS 

CO, 

3 









SAVIHCS 


PAWNSHOP 


I LOAM - 


5 


4 



iOAH 





APPLIANCE 
LOANS 

1' L 





LOANS 

_JU-2 



REAL* ESTATE 
LOASS 4 





PEMONAU LOAMS 

li 2 



HOME IMPROVEMENT 
LOANS , 
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WHICH TWO LOAN SOURCES" SHOULD YOU NOT USE? 

WHICH LOAN SOURCE WOULD NOT BE AVAILABLE TO ALL CONSUMERS? _^_2 

ONE OF THE MOST IMPORTANT NEEDS FOR' LOANS IS AN EMERGENCY . 
WHERE MIGHT YOU BE ABLE TO BORROW MONEY IN AN EMERGENCY 
SUCH AS AN ACCIDENT OR LOSS OF 'A JOB? - 



Gash Loan op Borrowing Credit 



EACH LOAN SOURCE HAS BEEN LABELED WITH AN APPROPRIATE APR. 

IMAGINE THAT YOU ARE BORROWING SlOOa'FROM EACH SOURCE FlR ONE YEAR. / 
r BFl nw FArnNiOURCE WRITE THE DOLLAR COST OF THE CREDIT FOR, THE LOAN. 



ON THE 
THE 



LII 
FIRS1 



BELOW EACH^OURCE WRITE THE DOLLAR COST 
ONE IS DONE^EOR YOU. ' 

' . ( • 




BANK 

m 




CREDIT 
UNION 

9% 



r 




FINANCE 
CO. 

24% 



$90 



$240 




SAVINGS 
& LOAN 

' " $85 



1 




PAWNSHOP 

36% 

$360 




800% 

$8000 



•iF^Yflli HAVE COMPLETED ALL THE EXAMPLES CORRECTLY, THE DOLLAR COST OF CREDIT 
F^OmTalTsOURCES WILL BE $8895. 



J 
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CBEDIT APPLICATION 
3 C's or CREDIT 



THE KINDS OF QUESTIONS ASKED ON A CREDIT APPLICATION ABE TO 
INFORM THE CREDITOR ABOUT THE CHARACTER* CAPITAL. AND CAPACITY 
OF THE APPLICANT. "* • * 

STUDY THE KINDS OF QUESTIONS ASKED DN THE ^SAMPLE APPLICATION AND 

DECIDE WHETHER IT IS A CHARACTER, CAPITAL. OR CAPACITY QUESTION. 

IF IT- IS A CHARACTER QUESTION, WRITE IN THE BLANK. . 

IF IT IS A CAPITAL QUESTION, WRITE 2. IN THE BLANK. 

IF IT IS A CAPACITY . QUEST! ON, WRITE 3;_ Ij^THE 'BLANK. » 



□ Ms. 

□ Mp. 

□ Mrs. 

□ Miss 



Please 'Print 


Date Opened 


Limit i 


Interviewer 


- »» 


Own □ 


Rent/Mortgage 


Authorlzer 




Rent □ 2 
Board Q 


s 2 






Telephone 



Street A<fdress_ 
City & State _ 



.Social Sedurit/y Number 



How long at present address 



If Vess than 2 years, how long at p*4vious address * 



,-Zip Code 



If lessithan 2 year's, give previous address 



Street 



City 



state 



Name and address of employer 



How long with present employer 



Former employer ' ' ', 

(1f less than one, year with present employer) 



2 



Opcupation 
Address 



Earnings 5 [__J Wk. □ Mo, [j Y 
. * ,t4ow ling? _ 



Other income and source 

PI Checking Acct, 

□ Savinas Acct, Name of Bank 


2 


Address 




k 

\ 

i2 


Personal references 

1. Name 1 r 


Address 


1: 




t 


2. Name * 


Address 










Charge Accounts/Loan References 
(Store/Company) 


Address 


Account^umber 


Balance 


Monthly Payment: 


3 
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T -DOLLAR COST OF CREDIT* 



PRACTICE FINDING THE DOLLAR COST OF 'CREDIT BY COMPLETING EACH OF 
THE EXAMPLES BELOW: . * 4 

1: ED TUCKER BORROWED $300 FROM A SMALL LOAN COMPANY AND PAID 
$32.00 A MONJH FOR 12 MONTHS, 



4, ■ 

WHAT WAS THE DOLLAR COST OF Tjfc 



$84 



RUDY YORK FINANCED HIS NEWLY PURCHASED USED CAR AJ THE LOCAL 
BANK. WITH NO ioWNPAYMENT . THE CAR COST $1000 AND WAS TO BE 
PAID OFF IN 12 MONTHS AT $92.00 A MONTH. 

JAT WAS THE DOLLAR COST QF RUDY'S LOAN? $104 - 



4, 



ANNIE B. WISE BOUGHT A USED CAR VALUED AT $1800. UNDER THE 
TERMS OF HER LOAN, SHE MADE A DOWNPAYMENT OF $600. THE BAL- 
ANCE WAS TO BE PAID IN 12 MONTHLY ^INSTALLMENTS OF $109 . 

WHAT WAS THE ACTU ALM)0 LLAR COST OF THE CREDIT? . '$108 



THE HAZZARDS, HAVE DECIDED TO BUY A TV SET ON THE INSTALLMENT 
PLAN THE SET THEY WANT COSTS $225. THE DEALER HAS ?7 FERE » 
IT TO THEM FOR $20 DOWN AND $5 PER WEEK FOR FIFTY WEEKS. THEY 
THINK THIS MAKES THE SET RATHER EXPENSIVE. 



CALCULATE WHAT THE SET WILL COST THEM. 
WHAT IS THE DOLLAR COST OF THE CREDIT? 



$270 



$ 65 



X 



NUMBER 
OF 

INSTALLMENTS 



AMOUNT OF 
EACH 
PAYMENT 



CASH PRICE 
OF ITEM 



LLAR COST OF - CREDIT 



Student Activity Sheet *7 
Q~ Credit 

ERIC 



re 



V 



5. 



COMPLETE THE FOLLOWING TABL& CONCBRNINg\ RECENT TV SALES 
PROMOTION IN ATLANTAi GEORGIA. ALL MONTHLY PAYMENTS ARE TO 
RUN FOR 12 MONTHS. " ^ /' 



TV 
SET 



ORIGINAL 
PRICE 



SALE 
REDUCTION 



SALE 
PRICE 



DOWN 
PAYMENT 



BALANCE 
DUE 



MONTHLY 
PAYMENTS 



TOTAL PRICE 
OF TV 



DOLLAR COST 
OF CREDIT 



$620 



$50. 



$570 



$142.50 



$427 . 50 



$40.00 



$622.50 



$52.50 



$840 



* 3 



$460 



$65 



$775 



$35 



$425 



$193.75 



$581.25 



$52.80 



$827.35 



$106.25 



$318.75 



$33.00 



$502 . 25 



$52-35 



$77.25 



$1100 



$580 



$90 



$1010 



$252.50 



$757.50 



$70.00 



$1092 . 50 



$45 



$535 



$133.75 



$401.25 



$39.00 



$601.75 



$82.50 



$66.75 
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WORD 



20- OF THE MOST IMPORTANT CREDIT TERMS FOR YOU TO REMEMBER AREi 



V 



1. 
2. 
T. 
4. 
5. 
6. 
7. 



APR 

Bankruptcy . 
Capaci ty 
Capital 
Character 
Collateral 
Credit v 

J 



8. Credit application 
• . 9. Credit/ bureau 

10. Credit counseling 
j 11. Credit record 

12. Credit union 

13. Dollar cost o£ credit 



A. 



14. Equal Credit Opportunity Act 

15. Fair Credit Reporting Act 

16. Installment _ 

17. Repossess » ^5- 

18. Security 

19. Service charge 

20. Truth in Lending Act 



USE THESE WORDS TO COMPLETE EACH OF THE FOLLOWING EXERCISES. 
WRITE THE NUMBER OF THE TERM WHICH MATCHES EACH DESCRIPTION! 



REGULATIONS 
14 



Makes it possible for a wife to obtain credit in her name, separate 
from her husband 



_2Q_ 



Requires disclosure of both the dollar cost of credit and the annual 
percentage rate 



_L5_ 



Regulates the activities of credit reporting agencies 



.GETTING CREDIT 



V 



( 



18 



The system which makes it possible to get. things now and pay later 
Money and property; one of the "3 C's of Credit" 
Ability to pay; one of the "3 C's of Credit" 

t 

Reputation; one of the "3 C's of Credit" 



The form completed by a consumer who wishes to us 



The "home" of credit records 

The consumer's record of credit use 

Collateral 
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6 A guarantee for payment of a loan 



12 - A source of credit for members only 

10 Aid given to the consumer who is in credit difficulty by one trained in 
organizing finances < 

17 What the dealer does with the car you can't pay for 

2 The last resort for the consumer in credit trouble 



COSTS 



19 "Handling charge" 

13 The difference between the cash and credit cost of an item 



1 Finance charges expressed on an annual basis as required by the Truth In 
Lending Act < 

16 One payment of many " 



WRITE THE MESSAGE CHANGING NUMBERS* TO WORDS J 

7 = (3+4+5) + a s + 6 



CHEMJ Fftll^ 'g PAPAPJTY PI I jS TAPTTAI PI I IS THARAPTFR 
pjJJS PRFT>TT APPI TT.AT TflN PIUS milATFBAI 



♦(USE THE NUMBERS ON THE PREVIOUS PAGE.) 




) scAacifr Am cxmr 



Credit and credit xards remind trs of that ol<F problem, SCARCITY. 

Borrowing money IS one way that we^splve^the problem of scarcity .fjrtht 
moment. Of course, we latertWto repay what we borr f ow, ^1 us pay .the credit 
charges and -Interest. r t . 




Um_iMited. 

NfEDS AN6 

wants 




£§5 ' 

Limited Dollars 
and Cents 



A 



SO %E HAVE TO^MAKE 
HARO CHOICES ABOUT 
WHAT IS MOST IMPORTANT. 

HOWEVER, 

IF WE ARE TRUSTWORTHY, 
\E MIGHT "SORROW MONEY NOW 
TO MEET OUR NEEDS OR TO 
FULFILL >OUR WANTS — BUT 
AT A DOLLARS & CENTS COST, 



For example, Bob McCulloch needs to put food on his family's tabl^ now, but 
he will not harvest the crops and sell them for another, six weeks. He has a 
NEED and he decides to meet it by borrowing money. 



CHOICE (What Bob will do}' 



COST (What Bob will not be able to do) 



Bob will borrow a thousand 
dollars from his bank to 
feed the family and meet ^ 
household expenses fovfi^t 
weeks. < 



r 



(Fill in the COSTS for Bob) 
ANSWERS WILL VARY 



-7 ., 



Or, Harriet Korjtos has decided to add a. little excitement to her life. She 
ts taking up stoqtcar racing with a friend. They have saved $6,000, but 
they need anothw^le.OOO to get Into the circuit. Harriet 
a tlANT (some might say a "luxury") and they want to 



and 
fulfill it 



fr1end/i 




ANSWERS WILL VARY 



ANSWERS WILL VARY 



When you think about borrowing money, what FEELINGS come to mind? Check /yours: 



NERVOUS 
■GUILT 
FEAR 
JEALOUS 
INCAPABLE 
EMPTY 
DUMB 



AFRAID 

OPTIMISTIC 

&NVI . 

PROUD 

WARM ■ 

IRRITATED 

DEPENDENT 



HUMBLE 

ANGER 

•SAFE 

DEPRESSED 
LOVING 
SENTIMENTAL 
CLEVER 



HURT 

JOY . 

SECURE 

SMART 

UNWORTHY 

SYMPATHY 

FRIENDLY 



ANSWERS WILL VARY 



Feellnq words reveal our attitudes toward CREDIT and BORROWING • 

How Jld you learn your feelings/attitudes toward CREDIT and BORROWING? 

Sne of the things we want to do in this PAL. is to see if our feelings about 

CREDIT and BORROWING are realistic. 




'Mi 
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" , Credit is an accepted way of life in America. 

The average American is too easily tempted* to use 
credit without realizing how much it really coats. 

The cost of. credit is worth the satis faction of 
buying and using goods now. 

With a credit •purchase, the seller 1s placing his trust In the buyer's 
IntentloS and aMIIty to pay the debt at a later date. Like money, credit 
1s -a medium of exchange. 

Manv things 1n our life are bought on credit. Large purchases such as 
homes^Cars an 9 d S b5S appliances are often bought this way because few of us 
have enough funds to pay cash. 

* Even* utilities, such as electricity and water, are bought J" credit. We 
use these services and are billed monthly on the amount of water or electricity 
we have used. 

Education may also be bought with credit. 





SEVEN OF THE CIRCUMSTANCES DESCRIBED BELOW ARE EXAMPLES OF CREDIT. 

5c5 tSe ^Sf^'ci^sWe^i. is an example of credit. 

1. You pay cash for a new outboard rotor and boat at a boat sale. 
(D You receive a monthly statement frctn your doctor, 

3. YouWeive word that you have won five hundred dollars from 
a local talk show. 

. <E) You pick up the receive, of your newly 

^ soon tallctag to your parents who are a .thousand miles-^way . 

yearbook: You promise to pay him $6 on payday. 
© You buy a used automobile for nothing down and twelve payments 
of $92 a month. 

(7) You turn on your TV set. 

V 
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8. you send a check each nonth to your church for a previously- 
agreed-upon amount. 

(9) You pay $100 down and $80 a month for part ownership in an 
airplane. 

<I& You have dinner with tab friends and use a credit card to take 
.care of the bill. ' 
% 




CREDIT 



has - its ADVANTAGES 

St 

DISADVANTAGES 



Almost. everything you can think of has good points 
and bad points. 

Credit is no different. , 
The informed consumer Will be able to make better 
judgments if he is aware of some of each. 
Study the list of advantages & disadvantages of 
using credit. 

Then decide. 




Provides immediate use of 
goods * servi ces 

Makes purchasing convenient 

Helps to improve the 
* standard of 1 iving 

Provides an accurate record 
of spending • 

*\ 

Helps in getting a^godd 
credit rating 

Allows immediate hailing of 
many emergencies 



Costs money 



Discourages comparison shopping 

1 

May require payments after consumer 
tires of item 

Ties up future income 



' Risks repossession if payments are 
not made 

May decrease reserve for emergencies 



Makes debt consolidation 
possible , 

Supports mass production, 
wiasVdlstrtbutlon, & mass • 
consumption, providing more 
products for more consumers 



Tempts the consumer to -overspend 



May require payments af£er the 
article purchased is of no further 
value 



Of course 1t*1s possible to 11st a great many more advantages »ndd1s- ■ 
advantages of credit 1f we were to think of each of the types of credit avail- 
able 1n both the sales and cash areas. 

Think of the last purchase you or someone 1n your family made on credit. 
Do you think the purchase involved a wise use of credit? 



ERIC 



l. 

2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 

1 
1 




Exercises 



IT'S EASY TO TELL AN ADVANTAGE FROM A 
DISADVANTAGE i RIGHT? RIGHT! 
LET'S SEE. 

IF THE FOLLOWING PHRASES ARE ADVANTAGES 
OF CREDIT. WRITE A? IF DISADVANTAGES? 
WRITE D. 



-A- use the goods or services while paying for them 

A •> 
__ buy something while it's on sale . 

-JL pay more than the actual cost of the item 

-A_ take advantage of a "once in a lifetime" opportunity 

D worry because of a missed payment 
.JL spend future income ^ 

A handle emergency problems on the spot 
— buy on impulse instead of thinking it through 

_A_ raise the standard of living for you and your family 

D i * 7 
promise to pay money you don't have 



WHETHER YOU'RE BUYING OR BORROWING, DON'T BE TRAPPED BY CREDIT. 
KNOW ALL THE FACTS BEFORE YOU COMMIT YOURSELF TO ANY ARRANGEMENT 
THAT MEANS YOU PAY LATER FOR WHAT YOU GET NOW- 



r 
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Bob wants a new, flashy car. But he does not have much money or a solid credit 
rating. He thinks he has three alternatives (of course, he has four-he could 
refrain from buying a flashy, new car!) 

Please help Bob by working out the. consequences for the four al ternati ves , and 
repommend a decision for him (What should- he do?). 



QSClStOtf-TflES FOB BOO 



Goals 




mi mi ii| rw 




Bob wants. a flashy new cab, 
but doesn't have much money 
or a sensational credit rating. 



STEP ONE 

"What do I want?" 



STEP FOUR 

"What are the consequences 
of different alternatives'. 



STEP THREE 

"What alternatives are there 



9 " 



STEP TWO ' 

The problem situation in which, 
what to do is not obvious. 
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Marv wants to purchase a stereo set and she has chosen, one in her price range. 
She «S Ske a one-third downpayment, but needs to "borrow" the rest of the 
nurchase price. She can borrow the money from her bank, she can go to her 
u £ "here she works, or she can use the store's 90-day credit p a 
and pay the remaining price in three payments spread over three 30-day periods 
the store does not charge Interest for this plan. 

ike the "TREE" to fill out Mary's alternatives. Fill in the consequences of 
each alternative as you see them. Then, make a recordation to Mary about 
what she should do. 



DECISION -TREE FOR MAFft 



Goals 




hi w 

ANSWERS WILL VARY 

— ^ UTTTT1 \\\ ,|J ^ 



OCCASION FOR . DE O SON 



Mary wants to buy a stereo, 
with easy credit at low cost 




STEP ONE 11 

"What do I >Jcnt?" 



bftF f-OUk 



"What are the consequences 
of different alternatives . 



"WrulV at arruit-ives ai-e there. 



jitr TWO 



Tha pr\,ulem situation in Sh^^h 
whac to do 13 not o'ovioun. 
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WHAT 1$ CRS&ITf 

• i 

a definition of credit: the system which all ows consumers to 

-GOODS. SERVICES OR MONEY AND PAY AT A LATER DATE 



Name the 2 major types of credit: (1) SALES 

j< (&y CASH 



Identify the source of. credit you would use 1n each situation: 

CHARGE ACCOUNT THE LOCAL DEPARTMENT STORE ALLOWS YOU TO 



"CHARGE T 

SAVINGS'* LOAN j HE Hjt OF YOUR DREAMS IS FOR SALE 

PAWNSHOP YOU NEED $25 NOW s , BUT YOU WON'T BE NEEDING 

YOUR CAMERA FOR 3 MONTHS 

CREDIT CARD YOUR GAS TANK READS "E" 



Name what you consider the greatest ADVANTAGE of credit: 

(ANSWERS WILL VARY) 



Name what you consider the greatest DISADVANTAGE of credit: 

( ANSWERS WILL VARY) 



With which of the following statements do you most nearly agree: 



Credit lets you get %t. 



'vp- ANSWERS WILL VARY 

.- Credit? Forget it! 

i* .ST*** * " * 

H2 




WBO CAN GET CREDIT f 
WHO SSOULD OET CREDIT ? 




TOGETHER TOM AND MARY EALPRIN MAKE A GOOD SALARY. THEY SAVE 
SAVED SEVERAL THOUSAND DOLLARS AND WANT TO BUY A ROME. AFTER 
LOOKING AT HOMES IN THEIR CITY, THEY SELECT ONE TO BUY IN AN 
OLDER NEIGHBORHOOD. THE MORTGAGE COMPANY FOUND OUT THAT THEY 
HAVE A GOOD CREDIT RATING AND ARE RESPONSIBLE PERSONS. HOW- 
EVER THE COMPANY IS RELUCTANT TO LEND THEM MONEY ON THE HOUSE 
THEY {HAVE SELECTED. THE MORTGAGE COMPANY FEARS THAT THE NEIGH- 
BORHOOD IS "GOING DOWNHILL. " NEW PEOPLE ARE MOVING IN AND NOT 
KEEPING THE HOUSES UP. MANY BOUSES ARE RENTED OR DIVIDED INTO 
APARTMENTS. ART), RECENTLY, PROPERTY .VALUES IN TEAT NEIGHBORHOOD 
HAVE GONE DOWN. 

Should the mortgage company refuse Tom and Mary a loan on thU house? 
Your Position: ANS WERS WILL VARY _ _ 



Your Reasons: 



1. 
2. 



3. 



IRVING GARFEIN HAS A SUPERB BEFORE- SCHtDOL JOB. ^I^* 3 ^ ™ 
HHUR TO COOK EGGS EACH MORNING AT HAPPY HARRY'S BREAKFAST BAR ON 

VHOOL -HE HAS BEEN DOING THIS FOR TWO MONTHS. NOW, HE WANTS 
™ «*ROW A THOUSAND "XLARS. 

u=iT IKED CAR IRVING IS EIGHTEEN AND "ILL .COWLETE HIGH SCHOOL 
£T«?££%Nl£ HE GOES TO A LENDING INSTITUTION TO BORROW 
THE $1,000.00. 
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Do you think Irving will get the $1,000.-00 loan?. Why or Why not? 

If you Were the loan officer, would you extend a $1,000,000 loan to Irving? 

Your Position: 

Your Reasons: 1. 



ANSWERS WILL VARY 



After vou have thought through your answers with your class, invite a bank or 
credit Snion loan officer to'class to discuss these situations with'you. 



Whether or not you receive credit depends on your CREDIT-ABILITY. Let's 
see what that means. 

CHAltACrot, CAPACITY, anb CAPITAl^are 
often called "The 3 C's of Credit. 1 ' They 
are the most important factors used in 
determining a consumer's credit worthiness 
or CREDIBILITY. ^ 




CAPACITY 

Earning Power 
Ability to Pay 
Obligations 



CHARACTER 



Honesty . 
Credit History 
Trustworthiness 




CAPITAL 

Assets ^ 
Financial Resources 
^Collateral or Security 
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To determine a consumers credit-ability, three types of questions might be 
asked: 

, * 
. (1) In the opinions of tho§e who have had previous 
dealings with you, are you honest? trustworthy? 
rel 1abl e? consd ent1 ous ? responsl bl el 

Do you have a job? 
v Do you earn enough to pay what you will owe? 
Is 1t likely that your Income level will not 
decrease? 

(3) What financial resources are behind your 
•i commitment to pay? 
8 * Do you have money 1n the bank? 
Do you own property? ^ 

/ 
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Apply the J C's <jf Credit. 

Place the numbers of those wot Js whu.ii you citink ap^i> iu uach 

term in the correct circle. 
Ttte first one is done for you. 



Sme are easier than others, 
everyone else. 



Your answers may not agree with 



1. JOB ADVANCEME 

2. DEBT-FREE 

3. HONESTY 

4. PROPERTY 

5. PUNCTUAL 



6. SALARY 

7. SAVINGS 

8. SELF -RELIANT 

9. FHRIFTY 
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Use the foliating sample scale to figure your >>ecore"--CircU the m^er of 
.points for which you qualify in each category and. then total your points. 
Also score your parents. Is there a difference in the scores? Why? 



ANSWERS WILL VARY 



I FACTOR \ 
1 

AGE 



18-24 
25-34 
35-44 
45-64 

RESIDENCE 
Rent 
Own 

1-3 YRS . 

3- 5 YRS. 

INCOME 

$75-100 WK. 
OVER S100' WK. 

Self-employed 

WAGES 6 SALARY 

EMPLOYMENT 
1-3 YRS. 

4- 10 YRS. 

More than io 

CRiollT RECORD 
Checking Acct.- 
Savings^Acct. 
Good Credit Rating 
de^ts total less 
THAN 2*S times 

MONTHLY INCOME . 



1 POtNTS\ 

I 

1 
5 
10 
15 



CREDITOR' S ANSWeR~\ 



10 
20 
5 
10 




10 
15 

25 



10 
10 
25 



10 



t*(\\ASK & /T'S YOURS f 




^PROBABLY 



S 



M too 
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In a democratic society, we want consumers and citizens who are ACTIVE and 
are competent in dealing with their problems. We don't want frustrated, apa- 
thetic persons. We want persons who plan their actions. In the cases just 
mentioned, the sensible person would have confronted the group charging an Interest 
rate which he felt was too h-1gh, or those whom he. thought were discriminating 
against him. 

✓ 

We can see three styles of consumer-citizens across America: 



Inactive 



A PERSON WHO DOGS NOT 
CARE TO SEE PROBLEMS 
OR WHO WITHDRAWS FROM 
4 ^FACING PROBLEMS. RE- 
TREATS. LETS PROBLEMS 
SLIDE, HOPING THEY WILL 
GO AWAY, OR THAT SHE 
WILL FORGET THEM. 



KBactive 



a person who simply 
responds to situa- 
tions as they arise . 
This person oeals 
wijh problems that 
are personal to him 
or her i not problems 
affecting others. 



PROactive 



A PERSON WHO LOOKS FOR 
CONSUMER PROBLEMS AND 
GOES FORWARD TO ACT ON 
THEM WITH OTHERS, WORK- 
ING FOR FAIR LAWS AND 
BUSINESS PRACTICES. 



What are the consequences of each way of behaving ab a consumer-citizen 1n 
America? 

ANbWtKS Will >./ AH \ 



) 



As consumer-citizens we know that we can work on solutions to our problems 
at three different LEVELS: 



INTERPERSONAL LEVEL 



Working out problems 
by* personal action, 
confronting the 
source of the prob- 
LEM. 



INTKROROUP LEVEL < 



joining with others 
to solve problems by 
group action (common 
Cause, etc. ) 



SOCIAL SYSTEM LEVEL 



Joining with others 
to change laws and 

PRACTIC€S WHICH IN 
TURN <HLL SOLVE PROB- 
LEMS (POLITICAL PAR- 
TIES, POLITICAL ACTION 
GROUPS t ETC. ) 



In the following situations, tell what the person SHOULD do at each level . 
Begin with- the INTERPERSONAL LEVEL. Discuss your recommendations with others 
to get their ideas. 




A ^ctut'ye Turner in a, 'i^jU^ . , I o\ > . ft'om u 

"friendly" gu, d a r^latcve knew .he interest rat^s were 
terribly high, but George needed the money: fvow, is 
in a panic. He does not have the money, and the loan . 
shark is calling for it. 



What should George do? Why? 

ANSWERS WILL VARY 
. : ■ — H* 
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Charlie Adair tried to get a loan from several sources-- 
his 6ank, " the credit union, a savings and loan, /etc all 
had turned him down and he was irritated. he wanted to 

BUY THAT SAILBOAT NOW! .CHARLIE BELIEVES HE IS A^SOLID 
.CREDIT CUSTOMER. BUT THE LENDING INSTITUTIONS JN TOWN DO 
NOT AGREE. 



What should Charlie do? Why?L 

v ANSWERS WILL VARY 
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Not again! Maria Santos was refused a ovedxt card wtth TnpU- 
X Colany. She has been refused by a number of compames lately, 
Jd Zria 'thinks it has something to do »ith her bev*g a, young 
woman, beginning her aaveer as a clerk-typxst . 



hat should Maria do? Why? 

ANSWERS WILL VARY 



Oh. boy! Dick Rubenstein loaned his credit card to Harry to 

PURCHASE A CRATE OF RUBBER DUCKIES. THE STATEMENT JUST ARRIVED 
FROM THE CREDIT CARD COMPANY, AND HARRY CHARGED AN A^™^ 1 ^ 
$150.00 WORTH OF GOODS BEFORE RETURNING THE CARD TO DICK. MARRY 
HAS TAKEN OFF FOR PARTS UNKNOWN. DICK IS UPSET. 



What should, Dick do? Why? 



2 NOW mi GST iff 



Complete each statement with the correct word. 

Then write the letter of each numbered letter 1n the blanks at the bottom of 
the page to spell out an Important credit rule, 

1. There are three, basic steps in the process of getting credit _ 
The only step the consumer himself completes 1s the A P P L I, c a t i. u ?l 
■ for credit. « 2 

2; There are three basic considerations 1n granting credit. 
Write the one which applies 1n each situation.) 

v ' v , . Capital 
»• You have a large savings account. 3 — 

All your neighbors thlrtk you are an Q.K. >c ^ A R A c T E R 

. person. _ r ^ . \ . 5 ~ 

r You have worked for the same Company for c a P A c 1 T Y 
five years. — * 

' * 

3. Personal history, employment data, personal information, 

credit htstory, & public records are all part of your bureau 
credit record which is on file With the local CREDIT, bujj.au. 

4. Your credit 5 E £ £ 2 £ will be With you all your adult life. 

5 COLLATERAL is security for a loan. 
' 6 8 " 



1 
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Evaluate each of the following credit situations: 
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JOSE AND ANITA, A YOUNG MARRIED COUPLE, ARE RECENT 
ARRIVALS IN TOWN. THEY RAVE RENTED A SMALL APART- - 
MENT AND RAVE A SMALL SAVINGS ACCOUNT. JOSE US A 
JOB WHICH PAIS $160 A WEEK AND ANJTA IS -LOOKING 
FOR A JOB. * 

ROB AND RITA HAVE LIVED IN THAsAME COMMUNITY FOR 
TWENTY YEARS. THEY ARE IN THEIR FORTIES, AND RITA 
IS A MANAGER OF A LOCAL FIRM WHERE SHE EARNS $250 
A WEEK. ROB fS A TEACHER AND MAKES $15,000 PER 
YEAR. THEY HAVE A $10,000 MORTGAGE ON A $40,000 
HOME-. ' J 

BOTH COUPLES APPLY FOR A LOAN AT THE LOCAL FINANCE 
COMPANY ltf*9RDm TO BUY A NEW CAR. WHICH APPLICANT 
IS MORE' 'LIKELY TO RECEIVE THE LOAN? WHY? . 



'answers will vary 




HAROLD HASMUST BEEN DENIED CREDIT AT\A MAJOR APPLIANCE 
STORE- THE CREDIT MANAGER INFORMED HAROLD THAT THEY 
NORMALLY WOULD NAVE GIVEN CREDIT TO A PERSON WITH HIS 
INCOME, BUT THAT THE CREDIT BUREAU SENT THEM AN UNFAVOR- 
ABLE REPORT. • 

HAROLD FEELS THERE MUST HAVE BEEN A MISTAKE- 
WHAT ACTION CAN HE TAKE TO CHECK AND CORRECT 
ANY POSSIBLE ERRORS/ 

V ANSWERS WILL VARY 




I 
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NUMBER 

OF 

INSTALLMENTS 



AMOUNT OF 
EACH 
PAYMENT 



CASH PRICE 
OF ITEM 



DOLLAR COST' 
of/ CREDIT 



*Note that the dompa^me.rvt does not' appear 1n this equation. . 
The down payment 1s cash paid and credit cost does not apply to th1$ amount. 



X 




Try the following examples: 



Exercises 



THE ftAZZARDS^RE/SHOPPING FOR A STEREO TAPE 'DECK AND RAO 10. HAPP 
IS TALENTEO AT WORKING WITH ELECTRICAL OEVICES ANO HAS A GOOO JOB. 
HE LOCATES WHAT ^HE WANTS AT A PRICE HE FEELS HE CAN AFFORO, $190. 
WHILE SHOPPING ATSVARIOUS SOURCES > OF CREOIT, HE IS OFFEREO ThE 
FOLLOWING i V 1 V ' 



1 | 

NO DOWbPA^NT, CASH^ICEt %19V 



SOURCE OF CREDIT 

Discount Store 

Mail Order Store 

Borrow $190 from 
a bank £ pay cash 



TEB: 



$20.40 for 12 mo 



TOTAL COST 



\ 244,80 



$18.80 for 12 mo. $ 225.60 
$17.08 fo 12 mo. 



$ 213.60 



CREDIT COST 



S 54.80 
$ 35.60 



$ 23.60 



-> 



lo3 



te>7 



(Bapp is buying a new set of olube from a department store and has 
^signed a contract for purchasing it on time. The price ie $379. 
Be has paid $25 down and will pay $11 for 42 months. 



What would the finance charge be? 
Circle the correct amount: $88 



$180 • CHE $18 



WHEN THE HAZ2ARDS PURCHASED A BLACK AND WHITE TV THEY CHECKED AT FOUR 
DIFFERENT STORES TO COMPARE THE DOLLAR COST OF CREDIT. BELOW ARE THE 
FOUR DIFFERENT OFFERS THAT WERE MADE FOR A TWO HUNDRED FORTY DOLLAR SET. 



STORE 
A 
-B 
C 
D 



TERMS 

$40 DOWN AND $19.67 A MONTH FOR 12 MONTHS 

$60 DOWN AND $40.00 A MONTH FOR 6 MONTHS 

$50, DOWN AND $13.50 A MONTH FOR 18 MONTHS 

$20 DOWN AND $12.75 A MONTH FOR 24 MONTHS 



Complete the chart to determine which store was offering The best terms v 



STORE 


DOWN 
PAYMENT 


MONTHLY 
PAYMENT 


NUMBER OF 
MONTHS 


TOTAL jTO BE 
„ PAID 


AMOUNT 
FINANCED 


DOLLAR 
COST 


A 


•4-0.0O 


♦/9.47 


IZ 


•X3L.04 


+ZOO 




B 


$60.00 


40.00 


6 


$240.00 


$180.00 


$ 60.00 


C 


$ 50.00^ 


^ 13.50 


18 


$243.00 


$190.00 


$ 53.00 


D 


$ 20.00 


$ 12.75 


24 


$309.06 


$220.00 


$ 89.06 
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1. .Name the 3 factors v wh1ch control the amount of interest you pay 
when using credit.*- •** 

How MUC H MONEY YOU BORROW . . \ ^ 

: ~ — ■ 1 " ' . ~ I 

Ho w ■ * LONG THE LOAN IS FOR ■ 

How HIGH THE INTEREST RATE' f 



2. Complete the- following rules to use when you want the most 
credit for the least cost: 



AfolD HASTY -BUYING 
SHOP. 




THE LOWEST APR 



- J, 



MAKE THE BIGGEST DOWNPAYMENT 



YOUR BUDGET WILL AtLOVK 
CHOOSE Tfe£ SHORTEST TIME 
KNOW WHAT YOU ARE* 



SIGNING 



POSSIBLE 



.1 




Nancy Cutow bought a used oar valued at $1,800. Under, the terms 
of her loan, she made a down payment of $600.- The balance Ins patd 
in twelve monthly installments of $109. , 



What was the actual /foliar cost of the credit? 



» 

$108 



f 



1^5 



# /09 




1/ 



m 




moment 



T 
X 



"1. A safe amount for credit is not more . 
than 20* of your take-home pay. 

2. Using credit can be^angerous because 
it is spending money you have not earned 
yet. 



3. 



Private consumer counsel ing services or 
dent adjustors are the best source of 



free credit advice. 



< 



4. Bankruptcy should only be considered when 
all else has failed. v 

'5. The Wage-Earner Plan is a method of 
Wage Garnishment. 

6. ' It is often possible to reschedule^your 

" payments if you contact your creditors ' 
before you get into real difficulty. 

7. There are no free credit counseling services 
available -to the consumer. 

8. When determining your limit- for misleading 
credit, include your home mortgage. 

9. A creditor may attach part of a wage-earner's 
salary to repay debts. 

/ < 
10. Bankruptcy is tyie most damaging item to be 
included in- a credit record?' 



1 
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11. List two ways a credit counseling NServlce might help a consumer with 
credit problems. ANSWERS MAY VARY* BUT SHOULD INCLUDEi 

A. 



12. < Use the 20% o 
Installment c 



J 




PLANS WITH CREDITORS 



(pay guideline tcf determine a safe amount of 
ifc following monthly incomes: 

v% 150 mo. 



$ 2J6 mo. 



$ 310 mo. 



W Use the 20% .guideline' to decide a safe amount of installment credit 
for each person. Each already has a $150 a month car paymenj. 





20% 


Remaining 




Credit 


Available- 


Income 


Guide! ine 


\ Credit 


$1000 
$1500 
$1950 


$ 200 


/ $ 50 


/ . — — ■ 
V. 300 


150 


390 


1 240 



v.. 



14. Discuss: "Credit can be too easy to use." 

^. ANSWERS WILL VARY 

15. List three rules fco/follow to preveht using too much credit. 



ANSWERS WILL VARY 



is 
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Read each if the credit situations below. Decide how the consumer should 
exercise his credit rights. Choose ^our answers from the following list: 

1. Better Business Bureau 

2. Ecjual Credit Opportunity Act 

3. ^Fair Credit Reporting Act 

4. ^Regulation Z r . 

5. Small Claims Court or County Court 

6. Truth in Lending > ■ 
1 . U. S. Post Office ^ I 



Write the number of the answer you have chosen on the blank for, each situation 

. ••< J V 

/ , .2 A wife is denied credit in her own name. 

J) ° 3 a credit bureau refuses to disclose information to 

the consumer concerning information "in his credit file. 
# ■ . * ' \ * 

7 A mail credit offer was a fraud. 

5 , a loan was made to a frier^oho refuses to repay 

the loan.' ( 

1 A local store does yot seem to keep proper records of 
payments. , L * ' 



9> 




-Evaluate the statement: 

\ "Credit should be regarded as a righ; 
* rather than a privilege. " 



9 
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CLASSROOM TEACHERS ARE AUTHORIZED TO 
REPRODUCE THIS ORIGINAL COPY FOR USE - 

IN THEIR CLASSROOMS. 

• . • . - J" 
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to {his PAL* , a 
consumer res^rge booklet. Th^two 
characters shown on this page are 
the Hazza'rds — Ms. Happ and Happ 
Hazzard. You will find them in many 

* of the illustrations used throughout 

* 

this booklet . 




Important information is divided into chapters or 
sections. Each section begins with a title page and 



4 includes : 



P A S S W.O Br D S which give the 
special meanings for the words used 
in that section. 
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R*E"v I E W. TIME exercises <o 
determine wh/t you have learned. 



Have ffun, st.udy hard, and'^beGome k 
conscientious consumer. 



*PAL:' Packaged Activities for Learning 



//<i 



1.62 
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<[/sers -ifce consumer skills presented v ^^r s r&so'urce 
booklet come in both' genders, female andhiaTe. 
The text and dialogues sometime say "he, " sometimes 
"she, " sometimes "you, " sowetimqn "the person. " 
Please feel free to ^xbstfhxte the feminine for the 
masculine pronoun, ancTvice versa, any 
appropriate to your situation. 



time it is 



s 
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TORROW UP TO 





XV 
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CONSOTlDATEYOUR BIUS 

TERMS TO SUIT YOU 

. MOM! .M«OVIMINT - OINTAl. 



UNDO 





PAYING CASH IS NOT Sm<^ 
THE ONLY WAY UE CAN 
PAY FOR- THE THINGS 
UE WANT. 



* 






ANOTHER WAY, -IS PURCHASING 
ODS OR SERVICES ON CREDIT 



CREDIT IS A PROMISE TO PAY IN THE" FUTURE FOR GOODS, SERVICES', 
Oil MONEY' RECEIVED 1MU. 

AS YOU WORK THROUGH THIS PAL* YOU' WILL LEARN ABOUT : 
What credit is 

Advantages e disadvantages of credit 
\ Kinds of .consumer credit 

how tq f i ll out cred i t a ppl k a t i ( fu s ' 

Cred i t Bureaus 

The cost of cred i t 

cred i t ra t i n.gs 

too muc h credit 

Cred i t prorlf ms 

1 hi Fair Crfd m Hi pok i i ni. Ac i' 

The Truth i n Lend i n<^ Law 



* 



PAL: Packaged Activities for Learning 
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AND cum 



Credit and credit cards remind us of tJrat oTH pf-oblem, SCARCITY,. 

Borrowing money is one way that we "solve" the problem of scarcity for the 
mQjuairt.^Of course, we later have to repay what we borrow, plus pay the credft 
^diarges and interest. I 




Unlimited 
Needs and 
Wants 



SCARCITY 




Limited Dollars 
and Cents 



SO WE HAVE TO MAKE 
HARD CHOICES ABOUT 
WHAT IS MOST IMPORTANT, 



HOWEVER, , , . 

IF WE XRE TRUSTWORTHY, i 
WE MIGHT BORROW MONEY NOW 
TO MEET OUR NEEDS OR TO 
FULFILL OUR WANTS — BUT , 
AT A DOLLARS I CENTS COST/ 

For example^Bob McCHl loch .needs to put food on his family' b table now, but 
h§ will not harvest <*he crops and sell them for another six weeks. He has a 
NEED and he decides to meet it by, borrowing money. 



CHOICE 




at Bob will do) 



A T 

Bob will bor*r>OW a thousand 
dollars from hid bank to 
food tho. f(vri ly athi wot- 
'household rxj^ryinrn for nix 

Lh'C A' .'5 . 



COST. (What Bob will not be able to do) 



(Fit I in the. COSTS for Bob) 
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Or, /Harriet Kontos has decided to add a little excitement to her life She 
is taking up stock car racing with a friend. They tiave saved $6,000, but 
they need another $6,000 to get into the circuit. Harriet and friend have 
a UANT (some might say a "luxury") and they want to fulfill it. 




CHOICE 



lat Harriet 
friend will do) 



COST 



k ,„iat Harriet & friend wi 
then not be able_to__dgJ_ 



"A 



) 



When you 



think about borrowing money, what FEELINGS come to rngjd? Check /yours 



NERVOUS 

GUILT 

FEAR 

JEALOUS 

INCAPABLE 

EMPTY 

DUMB 



AFRAID 

OPTIMISTIC" 

ENVY 

PROUD 

WARM y 

IRRITATED 

PWENPEN'i' 



HUMBLE 

ANGER 

SAFE 

DEPRESSED 

LOVING 

: SENTIMENTAL 

\ 'LEVER 



HURT 
JOY 
SECURE 
SMART 
UNWORTHY 
SYMPA TH Y 
ER1ENDL Y 



J 



Feelina words reveal our attitudes toward CREDIT and BORROWING* 

How did you earn your feelings/attitudes toward CREDIT and BORROWING? 

One of the things we want to do in this PAL is to- see if our feelings about 

CREDIT and BORROWING are* real is t i c. 
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what is cum t 



ASSET 
I BANK 

CHARGE ACCOUNT 
COLLATERAL 

CREDIT 

CREDIT CARD 
. CREDIT HISTORY 

CREDIT LIMIT 
CREDIT RATING 



CREDi I UNION 



DEBT 



i 



Po&A UAian 

Anything owned which haA exchange value 

An tetabliAhm&vt ion. lecziving, keeping 
lending and iAAuing money 

The pnivilojge oh uAing cAedit in making 
puAchaAZA in a retail AtoKe 

Anything oi value which gaa/tanteeA the 
payment oh a Loan; SeajJUty; CoWUenal 
may be takzn ih loan iA not unpaid 

The AyAtem which oIZowa conAumeAA to obtain 
goodU, AQAyic&b on. money and to pay at a 
lot oA data i , 

AA idzntihication card which CAtabliAheA the 
hact thpt you aAe entitled to iue cnedit 
at Apedhiz omttktA hoi bpadhiz puApoACA 

A n.econ.d oh a conAumoA' a uAe oh cAedit, 
CApecialZy hiA*paAt n.econ.d oh meeting 
cAedit paywentA 

The. maximum doUjaK ajnouat whi ck can be 
changed 

An evaluation ofa a conAumeA' & cfualihic>ationA 
to receive cAedit; baAed on AevQAal hactX)KA , 
specially the paAt n.econ.d oh matting (Audit 
paymentA 

\An organization jj<l^oha who band togethe\ 
ion. the puApOAe oh saving money and lending 
money to each othe^ at a low inteAebt note 

Something owed 



/ 
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DEBT CONSOLIDATION 



FINANCE* COMPANY 

INSTALLMENT 
LOAN SHARKS 

A 

MORTGAGE 

\ 

OUTSTANDING 
PAWNSHOP 



professional services 

qualificaYiSns 
repossession 

requirements 
savings and loan 



SERVICE' CHARGE 



STANDARD OF LIVING 



UTILITIES 



Plan ^on. paying many cAtditou, by bo Mowing 
enough money to-iepay them all uihile repaying 
the lopn oveA a longest period oi time. < 

A but>ih&66 ivm ukot>e okieJi activity it> to make 
. cui&h installment loant to individuals 

Owe o{' (tf&2Aiu oi paymzntA to pay o^i a dofitT^ 

Illegal, unJUczMzd monzy Izndzra who cha/Cgz 
zxtAvnely kigh intQAUt Katu 

y 

A pledging oh izal pnopznAy to a cAzcUXoti aa 
Azct^ity fax thz payment o& a dabt 



Ovozd 

A buAinz66 Z6tablu>hmznt which IzndU caAh fan. 
itvnfi 0(J pzuonal pnopznty which oaz lz{t a6 
Azcxitotty 

Pzteonal 6£Avicz6 pxovidzd by doctosti, dzYitUtA, 
accoixntantA , IcwyoJiA 9 e£c. 



RzqiuJizmzntA 



Ready to 



Thz taking back good* by oJJhoji viz AzlteA 
ok IzndoA. whzn tho) conAuumeA iA not ablz-to . 
. makz payment* - ^ 

Qualification* t ^ . ( 

financial Z6tabluhmznt which ApzcUaLCzeA in komz 
mdhtgagz and homz <LmpAovzmznt loanA; AuchjutoariA 
oaz madz availablz bzcauAQ, OjJ saving* do&@ftu 
on dzpoAiX < 

"Handling chaAgz"--a ^oji chaAgzd fan A 2Avic£A % 
peAfaAmzd; amount chaAgzd fan. oaz of cJizdit 

Thz Izvel oi nzczAAiXiu, comfastfA, and luxuAlte 
znjoyzd on dzbiAzd by an indivixiual on gAoup 

Vabtic 6&ivicz6 Auch oa pow&i, wcutzn, AQWZAogz, 
and tzlzphonz 

Move On ? 

Do Yo6( Know the Passwords ? 



0 



WHAT l$"CREDIT? 



CREDIT may be defined as 




r"' 
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an economic transaction, 
a trusting relationship. 

■i 

\ •* an agreement by which a government, 
business, industry or individual may 
* obtain immediate use of goods, 

X services or dollars & pay for them later. 

' a service for which those who use it. 

are ^xpected to pay. 

\ * the M&to 'buy an expensive item if you 

don't hive cash. ^ I 

*' i * the "Buy Now & Pay Later" way' of life 

for millions of Americans./. 
* , ] . 

As a consumer m the United States today you need to be a wise credit 
consumer CREDIT is the "system which allows cdnsumers to obtain goods services 

to pay at a later date. It is BIG business in the United States. 
According to the Federal Reserve System there are 300 million credit cards in 
uye in the United States today. Outstanding consumer credit loans amount to 
$150 billion. 

• Your feelings about consumer credit might agree with some of 0* feelings 
expressed below: 

Credit is a valuable asset uM should be used 
Credit helps our, country grow. ^ 



' Cre'dit cart be either your master or your servants 

Credit can help you achieve many of the things you 
want, but you can't have everything. 

You have to pay forjthe credit services you 
because there usually is a charge for the privilege 
of using someone else ' s money . 

Credit means debt, and all "debt ia.bad. 
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Credit is an accepted way of life in America. 

The average American is too easily tempted tba use 
credit without realizing how v^ch it really costs. 

The cos't of credit is worth th% satisfaction^ of a 
buying and using goods now. 



■ \ With a credit purchase the seller is placing his trust ip the buyer's 
indention and ability to pay the debt at a later date. Like money, credit 
is a medium of exchanges - 4 

Many th\ngs in our life are bought on credit. Large purchases such as 
homes, cars and big appliances are often bought this way because few of us 
have enough funds to pay cash. / 

' Even utilities, such as electricity and water, are bought on credit. We 
use these services and are billed yfo^hly on the amount of water or electricity 
we have' used. \f£* 

tducation may alscvbe bought with ^credit 





r ^ ExtfCiMfl 

-SEVEN OF TftE C INSTANCES DESCRIBED* BELOW ARE EXAMPLES OF CREDIT.^ 
SEE IP YOU CAN DECIDE WHICH SEVEN. w 
CIRCLE THE NUMBER OF EACH CIRCUMSTANCE WHICH IS, AN EXAMPLE OF CREDIT. 

1.. You pay cash for a new ^tboard motor and^oat at a boat sale. 
You .receive a ninthly statement from your doctor. 



3. You- receive word that yoti have won five hundred dollars from 
a local talk show. 

4 You pick up the receiver of your newly installed phone and are 
soon talking to your parents who are a thousand miles away. 

5 Your friend Bill gives you the $5 deposit you need for your 
yearbook. You promise to pay him $6 on payday. 

6/ You b/uy a used autctybile for nothing down and' twelve payments 
' <ajj^$92 a month. 

7\ You turn 7 on your 



set. 
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8. You' send a check each month to your church for a previous ly- 
agreed-upon amount. 

You pay $100 do\jp and $80 a month for part ownership in an 
airplane. 

10. You have dinner with two friends and use a credit card to take 
care of the bill. 




CREDIT 



HAS ITS ADVANTAGES 

A 

DISADVANTAGES 



Almost everything you can think of has good points 

and bad points. 

Credit is no: different . 

The informed consumer will be able to make better 
judgments if he is aware of some of each. 
Study the list of advantages & disadvantages of- 
using credit. 
Then decide. 





Provides immediate use of % 
/goods 8f services ' 

Makes purchasing convenient 

Helps to improve the 
standard of. 1 i ving 

Provides an accurate recprxd 
of spending 

^lelps in" getting a good , 
credit rating 

A Hows ftomediate hanging of 
many emergencies .* 
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Di s courages ^Compari Sun _> hoping 

May require* payments after qonsumer 
tires of item 



Ties up future income 

Risks repossession if paymentyf are 
not made 



nt/K. ■ 



May decrease resfefve for emergencies 



M^Kes debt consolidation , 
'possible • / * 

Supports mas?, production, 
mass distribution, & mass 
'consumption, providing more 
products for more consumers 



Tempts the consumer to overspend* 

May Require payments after the 
article purchased is of no further 
value 



\ 



Of course it is possible to list a. great many more advantages arid dis- 
advantages of credit if we were to think of each of the types of credit avail 
able in both the sales, and cash areas. 5 

0 

Th-ink of the last purchase you or someone in your family made on credit, 
jflpo you think the purchase involved a wise use of credit? 




1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 



10. 




Exercises 



IT'S EASY TO TELL AN ADVANTAGE FROM A 
DISADVANTAGE. RIGHT? RIGHT! 
LET ' S SEE . 

IF THE FOLLOWING PHRASES ARE ADVANTAGES 
OF CREDIT. WRITE A? IF DISADVANTAGES . 
WRITE D. 



. use the goods or services .while paying for them 

buy something while it's on__sale * 

pay more than the actual cost^)f the item , 

ta>:e advantage of £ "once in a life^imK' opportunity 

worry because of a missed parent 

& _ 4 

^ — spend future income 

handle emergency problems on the spot 

v buy on impulse instead of thinking it through V 

praise the standard of living for you. and your family 
promis.e to pay money you don*' t have 



I 



WHETHER YOU'RE BUYING OR B0R|0UING, DON'T BE TRAPPED BY CREDIT- 
KNOW ALL THE FACTS BEFORE YOU COMMIT YOURSEL^'TO ANY ARRANGEMENT * 
THAT MEANS. YOU PAY LATER FOR WHAT Y£U GET NOW • jj 





Think of as many exampl^ of credit as you can. They might include such 

things as: ■ , ^ 

* Using a credit card to make purchases ml 

* Purchasing oh an installment plan from a furniture store jo 

* Buying- a car with monthly payments ? 

* Marking mortgage payments on a home 

* Paying monthly utflity bills 

* Receiving an advance on your allowance 
- * Borrowing from a bank,, consumer finance company, or pawn shop |i 

i < ^^ff^ ^ ^^^^^^^^ \ 

•■ w ■ V 

No matter what the example of credit mentioned, credit is one of two major types: 

SALES or CASH 

SALES or PURCHASE CREDIT is the purchase of goods and services . 

CASH LOAN or BORROWING CREDIT is cash. 
Any further classification of credit is according to the method of repayment. 





f 



s 

A 
L 
E 

S 



\ 

CHARGE ACCOUNTS 
CREDIT CARDS 
PROFESSIONAL bt^VICES 
UTILITIES 





c 

A 
5 



BANKXOAN^^ ' ^ 
CREDIT UNltfN LOANS 
FINANCE COMPANY" LOANS 
PAWNSHOP LOANS 

SAVINGS &^AN .MORTGAGES , ETC 
LOAN SHARKV' 



Let^ take .1 look at each of these types of credit I 

a. 



> 
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are types df "store" accounts. They 
credit limits and payment methods. . Three of the most common 
charge account? a^e .the OPEN, ACCOUNT, REVOLVING OR FLEXIBLE ACCOOTtrq, and IN- 
STALLMENT PURCHASING ACCOUNTS. * 



differ according 



OPEN 
ACCOUNTS 



Open Accounts ^re sometimes called 30-Day Accounts. > They 
allow the- customer to charge^items and pay for them at the 
end of the ; billing period. There are no service charges. 

* 

Open Accounts are the same as paying cash. They are a 
convenience for the consumer. These accounts are a privi- 
lege granted- only to those who have a good credit rating. 



Revolving credit is credit, which is 
renewed as past credit balances are 

Principles of instal Iment buying £nd 
ditional charge account ajne combined 
revolving or flexible account. 



continuously 
paid off. 



the tra- 
i n thjg - 



< A credit^ imit is set according to what the 
^Consumer can afford to pay. The storeywill not 
sell to the customer above the agreed-upon limit. 

A service charge is charged on the unpaid balance^. 
T The charge is usually V- 2 % per month. A minimum 
payment is required. each month. However,. the 
customer 'has the option of paying the total 
amount or only a part of it. 




REVOLVING 

OR 
FLEXIBLE 

ACCOUNTS 




INSTALLMENT 
PURCHASE 
A6C0UNT$ 



> ) 



1 ' ' 

InstaTlmenjt purchase accounts are bpecialized accounts for 
the purchasing of hi gher- pri ced items Sikh as^appl ian^es. 
These are payment plans in which the purchase pri ce and 
interesnb^charges ar£ divided >nto equal 'installments. The 
^consumer usually pays for th,e purchase over a 3-month to 
a 3-year penjod. 



The finance charge is usually 18* p&r year, fiowever, it , 



may be higher. 



The buyer is usually, not the legal owner untjl the item 
i s paid for. . ... 



1 7.6 




YOUNG ADULT ACCOUNTS are offered by sorpe stores. These 'accounts are re- 
•volVing,' but with a very modest limit on the amount which can. be owed For - 
example a store might permit revolving credit of no more than $30 ^utstandi 
St any one time with minimum payments of $5 per month. Subaccounts are a*, 
advantage to the young consumer who wishes to begin establishing his credit 
history. . .' 



ng 



CKDIT CAflDS. 
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& CT »?It!^%%. The credit card becc,, a 

of life in the United States. The 300+ million credit cards in use today 

offer the consumer the flexibility to purchase a wide variety, of goods^nd 

services' from many businesses qjp a single card., *\ 

MosW^edit cards offer the consumer the option of the 30-day. account or re- 
volving credit. Many consumers use credit cards as a g.ojwen jence . it is 
not Necessary \o carry 'cash and consumers pay all charges whefl due. 

Finance Charges are usual ly^Us* per month on the unpaid balance. . 

It is probably wise for the credit consumer to have "only one or two credit 
cards and revol vjng^charge accents as a g*ard against .o.erextendi ng himself. 



The purchase or- use of services before 
the services are paid for is called 
service credit. Examples of such' credit 
are medical and dental services, and any 
other services ror which monthly state-, 
ments are sent to* the consumer.. Gasoline 
credit car/is ah(T the -us»of credit car<fls 
for motel, hotel, and restaurant services 
might also be thought of a$ examples of service 



si/mas 




n t 




UTILITIES 



tuu have' used the ^_ , 
J-s gone, the elecirici ty 
*b£fore the bil} arrives. 



Al though we ii. . 1 1.. 
think Of ut 1 1 i 1 1 e*j 

every time you u^e water, electricity 
telephone in yuur noijie, you are using 
ice before you are requited to pay for 
is used, «and.the phone call* are al 



we (iu not usually 
d n exan.pl,. oi«credit. But 

'Tfr even th«* 
credi t . 

it.* The water 
completed 
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Cash loans may be classified £>y the sources of the 
loansr • \ 
Banks, credit unions, finance companies, pawnshops, 
savings and loan institutions, and even insurance . 
companies make cash loajjs to consumers. 
Each loan source has its own requirements for qualifying far a loan, _ and inter- 
est, rates charged vary -grfeatjly. f ■ ) * 4) 




Let's take a lodfy^each source: 

Ure the largest credit-extending institutions in 
MvmJths They offer a variety of lending services, and tnay j 
provide credit either with' orwithbut collateral. 

1tot everyone^can qualify a bank loan, however. ■' ^ , 
Qualifications are often too strict for the young consumer to 
meet/* Young borrowers^ also need a co-signer who is financially 
e^tabl ished': ,<s - . 

Interfts.t rates vary from approximately 12 to 18 percent. 




& } BANK 



* 



\ . ■ •' ■ .- 

; .Cnedit unions offer' low- interest loans to members by 
\end:ing memb&rsV saving's dollars. 

Although it is easier to^ualify for a credit union 
loan than a^ban^^oan, not everyone can belong to a -a 
predit union. v 

Interest rates vary from approximately 6 to ll per- 
cent- according to the type of lfcan. ' 




l CKDIT 
UNION 



/ 



'A ■< 
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^FINANCE 




Finance companies are sometimes cal led .consumer finance 
QQmp*aHfl£s/ Their specialty is" small loans to the wagfe^ 
earner. ' • ■ \ .. 

Loans' are more expensive for the consumer because of 
the higher interest rates. But they are often the 
only^easonably-priced^ source of loans for the young' 
consumer. 1 . - 

Interest rates v£try from approximately l^to 36 percent, 
depending upon the state where % the* loan is made- 



\ 
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Pawnshops ,qf„fer a special i7e^service--1mjiiedi ate cash, 
The' consumer brthgs in something valuables security 
an<J is lent money based on the value of 5 f$e article. 
However, the loan is'for'much less thaifr the" value of 
the item. .„■ ■ 

If the item is .not ? reclaimed, the dealer may. sell the 
item after si* months.- ' I 

'. v • • x * ■ 

Interest rates— often quoted as, service and storage 
charges—are as h.igh or higher than a finance com- 
pany." , «. 




* PAWNSHOP 



.a 




s SA¥fNC5 
S LOAN 



Savings s & loan associations specialize in home , 
mortgages 'and home improvefnent loans. 

Because of the size of such loan?, many consumers 
find qualifying for home mortgages the most difficult. 

Interest rates have varied from approximately 7 to 12 
percent. • 




I'M- 



•fn addition, there are other. |redit sources about which the wise credit 
consumer shoilld be informed^: * 



A- Tow-interest credit source ignored by many consum 
is the life insurance policy. The consumer may borrow 
against 'the cash value of his policy. He may evenT 
choos^not- to repay the loan.' Such a choice decreases 
the value of the.^ol icy* however. 





Friends and relatives' are NOT good sources of credit. 
Such arrangement^ have been known to cause many long- 
'lasting family difficulties. 

" (. , . 

The wise consumer will choose a source whose,. business 
it is to lend monfcy. ... .. . '' ' 



i 
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•vLoan sharks are ILLEGAL^ unlicensed money .lenders 
^ to be avoided" at al] costs* 

Although aftyone can,-qua-lify.,for a loan from a loan 
shark, the/ lender may. resort to. violence if the 
• , borrower is unable -to pay up. 

Interest rates are unl'imfted and may .go higher 
than rD0O%. This is called" psury. 




CAUTION: There are right & wrong reasons for credit 

Sometimes it is so easy to get credit that borrowing may be vne for the 
wrong reasons. Be informed to such reasons: 

GOOD KMASONS fOS BOSBOWm Jo establish ' a household or beg ,n a family 

To make major purchases. 
Genuine emergencies -# 
* '.' Seasonal sales or specials 

College or education expenses 

, ) ' ' 

Remember, however; that even- when the reason for. borrowing is a "good" • 
one /the best buys should fie made in both the- items purchased and the cost 
of credit. Seasonal . sales and specials, for example, are. not bargains tij " the 
items are not real nteds and will notf.be t good buys, when- the cost of credxt ts 
, added to the purchase p^ice . 




POOR REASONS FOR BOHflOWiNS- 




Sj 



Buying something impulsively 
Cfiargirtg^purchases' to boost morale 
¥o increase! personal status fei ' 

T6 base repayment plans on future sa.^y 

increases * , ; * 

To meet" your Current living expenses > 
To purchase something that wfll be used up or 

worn out before the final credit payment 

is made H 



What are the pros and'cons.of cash loafi sources?. The consumer needs to be mfonjed 

if he i> to make a wise»decision in' closing credit: Study the chart s on the next, 

page and- note that each source has both good and poor reasons for cho&smg that 
loan' source for your cred.it. . 
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lilHERE to get credit also depends on the purpose for which the credn is 
needed. The sources vary with the need: 




m 



PERSONAL CASH LOANS 
Commercial Banks- > 
-Small -Loan Companies 
Savings & Loan Associations 
Life Insurance Companies 
Pawnbrokers V <• 

Friends or Relatives . 
>r>vate tenders (who may be loan sharKsj 

CONSUMER GOODS OR SERVICES - *<'•.. . „ 
" Store Charge Accounts & Revolving Credit Accounts. 
Restaurant, Hotel, Motel, Gasoline Credit Cards . 
All-purpose Credit Cardt • 
" Bank Credit Cards • * . , . • ' 





Commercial Banks 
Credit .Unions, 
Finance" Companies 

PURVII4SE OF CARS 
^Commercial Bank£ 
Finance Companies 
Automobile Dealers 
Credit Unions 



HOME OWNERSHIP 

Savings & Loan Association^ 
Commercial Banks 
Life Insurance CQmpanies 
Credit Unions 
Mortgage Lenders 

HOME IMPROVEMENTS . 
Commercial Banks 
Savings &. Loan Associations 
Credit. Unions . 
Finance Companies 



^DUCA^nON^ ^ University student Aid Funds 

Commercial; Banks r ( 
Professional Associations . ^ 
'Alumni or Fraternity Associations 
x Government-Guaranteed Loans 






PRO 



BANIS 



VARIETY OF LOAN SERVICES 



STRICT BUALIFI CATION 
REQUIREMENTS 



credit 

UNION 



LOW INTEREST CHARGES 



NOT EVERYONE CAN BELONG 
' • ' TO A CREDIT UNION 



/■■■..'■iti A 



fINANCE 

CO. 



1 



'SMALL LOANS READILY 

AVAILABLE 

it. • ' 



HIGH INTEREST RATES 



< 




LOAN 
SHARK 



NO BUALIFI CATION OR 
SECURITY REQUIREMENTS 



EXTREMELY HIGH INTEREST 
- ' RATES 



PAWNSHOP 



IMMEDIATE CA§H 



, HIGH INTEREST 
LOW APPRAISED VALUE ON 
ITEMS USED FOR SECURITY 



cm fis ! 

SAVINGS 
I LOAN 



MAKES HOME OWNERSHIP 
4 IMPROVEMENT POSSIBLE 



'DIFFICULT TO OUALTFY 



'i ■ 



LOW INTEREST 

LOAN NE.ED NOT BE REPAID 



LOAN DEtREASES VALUE OF 
POLICY ' 
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Bob wants a^ew, flashy cart But he does. not have mac h money or a solid credit 
rating. He thinks he has three" alternatives (of course, he has four--he could 
refrain from buying a flashy, new car!) 

Please help Bob by working out the consequences for the four alternatives, and 
recommend a-.deoision for him (What should he do?). 



decibMj-trmm fob bob 



\ 



STEP, ONE 



"What do I want 



STEP FOUR 



"What are the consequences 
of different "alternatives? 



Si£g THREE 



"What alternatives are there?" 



t ;, * 



step two — : — ~ 

The problem situation in which 
what- to do is not obvious. 



\ 




Local'* . \ JCwEfei t 
.^vnk' w Union 



jiinn ii|--|i„ 



Loan 
* Shark 



OCCASION FOR»DE CJ SON 

Bob tyvrrs * (jkASHY ^jev^car ; 

BUT DOESN'T HAVE 1 MUCK MONEY 
OR A SENSATIONAL CREDIT RATING. 
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Mary wants to purchase a stereo set and she has chosen one in net price range. 
She can make a one- third downpayment, but needs to "borrow" the rest of. the 
purchase Vice. Shi can borrow the money from her bank, she can go to her 
credit unfen where she w6rks, or she can use the store's 90-day credit plan 
and pay the remaining price in three payments spread over three 30-day periods. 
The store doesjppt charge interest for this plan. 



Use the "TREE^ta fill out Mary's alternatives. • Fill in the consequences of 
each alternative as you^see them. Then, make a recommendation to Mary about 
what she should do. ^ • 



to 



02. 



DECISION-TREE FOR MARY 



STEP ONE - . 
^J'What d$4$*^t?» 



t 

1 STEP- FOUR 




r "What are the consequences 
1 ' *f+£-dgfif 'event alternatives? ■ 



\ i 



STEP THREE . ' m , ' 1 r 

"What alternative a are there?" 



STEP TWO ' — 

The problem' situation 'in which 



what_to do is not obvious. 



1 




Mary wants jo buy. a stereo, , 

WITH EASY CREDIT AT LOW €OST 
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1. Write a definition of credit: 



2. Name the 2 major types of credit: (1) 

i (2) 



3. Identdf%the source of credit you, would use (t\ feach situation 



The local department store allows you to 

"CHAfeGE IT" A 

The HdMp'oF your dreams is for sale 

* ' \ 

YOU NEED $35 NOW , BUT YOU WON'T 'BE NEEDING 
. YOUR CAMERA FOR 3 MONTHS 

Your gas t^nk reads " E" , 



4. Name what you consider^ the greatest ADVANTAGE of credit: 



v Name what you consider Ihe greatest DISADVANTAGE of credit: ^ 



5 With which of the .foVlowing statements do you most., nearly agree; 
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Credit lets -you g&t it.! 
Cvedit? t Forget it! * . 



T, 
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Credit appl-iorSions 
credit eligibility, 

feREDIT BUREAUS 

•LOAN SOURCES i 



r. 






:> -HOWDOi.wirf 



CAPACITY 



AbltUy to pay obligation* 



i 



CAPITAL 



financial tietouAceA; money and- pnopenXy 



CHARACTER * 

> 

CHATTEL 6 ' 
CHATTEL MORTGAGE 



^OLLAJE 



RAL 



Reputation 

Any ptLopeAty otkoA than neat estate 

A loan &ecun.ed by peuonal pxopzAty on 
good* and chattel* 



Anything o£ value' which guarantee* the payment 
o{> a debt} becxvOXy 



CREDIT-ABILITY 



An Individual' & wMingne** and ablUXy to 
meet hli> financial obligation* 



CREDIT APPLICATION 



* A iom, completed by the. cotfeumeA when he 
want* to uAe cxedlt 



" •••> 



.V 
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7 V. 



¥/¥/ 



i 
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CREDIT BUREAU 



CREDIT- RATING 



CREDIT RECORD 



CO-SIGNER 



K cZavUng houti oigzponXAJiQ ieAvicd which 
provide* In^onmcLtion o6 to the. .cAexUt woKthineM 



J 



An evaluation o& a con&umeA.'* qujalihicaJxonA to 'Wm 
tuuxuxe^ cAzdit^ bcuzclrin IcJiQd moMuKZ on patrt ^ -*^Tv 
slzcoaxU o^ mzztuig cAzdlt paymwtt>{; ^ < , 



A kutoiy-oh cJizdUX peAhownince. 



KpoAAqn who aQWeA In mJMjiQ ta pay a debt 
lh boHAowoAdazA not 



DEBTOR^ 



SECURITY 



3 C's of.CRE'DjT 



One. who owfcA monzy'- 



CoUatVial; tomeXhlng o& value, pledged 

Jkz bcul& ofi cAzdlt mnXkuie&i). oft cAzdli. 
ability; chcuuxcJteJi, capacity, capital 



/ 



Ready to 'Move On ? 

- Do'You Know' the , F^swdrcf? ? 
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, Today's consumer is '^sold" on credit- Over 100 mil 1 ion 
AmeficknjP borrow money regularly, Everyprfe seems to have 
credit cards, charge accounts and monthly payments to make.^ 
It seems so easy^ why not join everyone elsjs and say "charge It" whenever you ^ 
want something^Or. when there is a real need to purchase or borrow with a promise 
to pay at some later date • 

Unemployment, an accident, a pile-up of unpaid bills, > serious illness-- 
any of these may create a real credit need. 

Many young consumers are shocked^to find it is not as'easy as they had 
thought it would be to joii**%he -credit- generation. It seems as difficult to 
get that first credit account as it is to get that first job. The same sig- 
nificant item seems a necessi ty^-experiegce: 



THE BETTER JOBS SEEM TO GO 
ZQ* THOSE WITH EXPERIENCE, 

HOW DO YOU GET EXPERI- 
EftUE IF foU CAN'T GET HIRED 
■ FOR THAT FIRST JOB? 

\ 




THE BETTER CREDIT RATINGS GO TO 
THOSE WHO MEET THEIR CREDIT OBLI- 
GATIONS. ON TIME, BUT HOW DO YOU 
MEET YOUR CREDIT OBLIGATIONS ON 
TIME IF YOU CAN 'T GET THAT FIRST 
CREDIT ACCOUNT? . > 



The 

approache 



young 'consumer may find it necessary to try some of the- following / 
s to establish his credit standing in the community: ' J*> 

% 



By taking a serious attitude toward yolf? financial affairs, 

YOU It ART YOUR CREDIT HISTORY. ^ 

Open a checking account and manage it wisely. ■ 
Open a savings account, even though it may be small. 

If you have no worthwhile property to^pledge or a co-signer to sign for 
f- you, a bank 'may not grant you credit. 
Not everyone can join a credit union, but—. * 
Apply for' a small 6-month loan from a consumer finance company. 1 
By getting a cash loan and building a credit record, you are purchasing 
your own good credit reputation. * 

Place smaller items on- lay-away in a local store. 

A regular payment record should help MSI obtaining a credit or char^ 

ACCOUNT. 

If larger stores will not give you credit, try smaller ones.- 
Apply for a 30-Day Charge Plan instead of a Revolving Credit Plan. 

^ASK IF A STORE WILL ACCEPT A CO-SIGNER SUCH AS YOUR PARENT! •/ , 

. / 
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Scynetiri^rt^may be absoluteJy-Viecessary to 
*get creott.. It, may bfe that yoi cafo't answer 



V 



"'ryes 1 ' to stlch-.quesjHons as: - 
J * " i4Ste ^/(^« o^r -JW" S.. * . © " " 

* 0 Do you ftave p j<e>£>? v * " 

Have yoii had the, job for 6 months? 
JThen it will be nec&$sary for you to hajjr^ 3 
CO-SieNEH or CQ-MAKZR for your credit applica- 
tion to be approved. > * . 

This person wi In have to pay off the loan if you can't. Many young consumers 
must purchase their first car this way. Co-si gners-are often parents or very good 
friends.' A co-signer'V pbligatijon is a big one. Don't ask someone to co-sign for 
you unless it is an absolute necessity. Realize your obligation should -you ever 
be asked to co-sign for someone else. 



. • • f? * - * 

Many types of loans 4 require COLL&TFRAL to assure the creditor that*1f the' 
loan is notvpaid, there^will be some way for him to receive payment. Chattel' ; 
mortgages and chattel notes are often used for tin's purpose. A chattel mprtgage^ 
transfers the title of personal property to the creditor. Items mortgaged are 
automobiles, household property, or personal property. Chattel notes require' the 
debtor to provide security for a debt. 

* 

The answer to the "How Vo I Get It?" question often seems<g:onfusing> com- 
plicated br even embarrassing, to the credit consumer. But the compl eting* of a 
perhaps very detailed application form,' answering some very personal questions, 
-gnd having a personaTlnterview concerning the need for credit' are all part of \ J 
. the assurances need|£(Ptha r t the .money, will be repaid. t The credit consumer is 
requesting the use of someone else's money and mustrbffer assurances that he can - 
be counted on to rep^y that money on time and with .interest,. 

flOW DO' I GET IT? — I gef¥t-by (1J Applying for credit, 

r ' , (2) Undergoing a credit investigation. 

(3) *eing evaluated as credit -worthy. 

Before deciding to actual ly^fill out forms, be interviewed, and make 
application for credit, whether it is to make a purchase or to borrow^cash, 
decide for yourself if you qualify. Ask: 4 

enough rnfney left after paying other obligations 
to handle another payment ?- 
Is my income likely to continue until the loan is. paid? 
*' Have I been prompt in paying- my bills?- 



REMEMBER:. Th* Right to Use Credit Must be Earped 
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together tom and mary halprin^ake a good salary, they) have 
saved Several thousamp dodmrsand want-w buy a home, after 

LOOKING AT HOMES IN THEIR Clti, THEY SfLEBT ONE Op BUY IN] AN . 
~ OLDER NEIGHBORHOOD. THE M0RT6ASE r COMPANY FOUND^UT THAT THEY 
■HAVE A* GOOD CREDIT. -RATING AND'ARE RESPONSIBLE PERSONS. HOW-->- 
EVER j THE COMPANY IS -RELUCTANT TO -LEND THEM MONEY -ON THE HOUSE 
■ THEY HAVE SELECTED. THE MORTGAGE COMPANY FEARS THAT THE NEIGH- 
BORHOOD IS "GOING' DOWNHILL.",' NEW PEOPLE ARE, MOVING IN. AND NOT 
KEEPING THE HOUSES Uf>*.' 'MANY HOUSES: ARE fiENTED OR DIVIDED INTO 
APARTMENTS. AND, RECENTLY, PROPERTY VALUES IN THAT - NEIGHBORHOOD 
HAVE GONE DOWN. • 4 •-' 2 



SJjguld|£he mortgage 



YQufr position: 
Your Reasons: 



r 





any refuse ^fitfi' and Mary^.a loan on tha>a house-?* 

i _ .'. x . 



-t- 
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Irving Garfe'in itias a superb before -school job. He •gets. $3.^0 per 

HOUR TO COOK EGGS EACH MORNING AT HAPPY HARRY,' S BREAKFAST BAR ON 

Route mi7« Irving works four hours' each" ^rj&ng BEpr P R E ffl.l NG T0 

SCHOOL . HE HAS -BEEN DOING THIS FOR TWO MON(jP. .NOW.JHMKS^ 

to V>ake hi Learnings, borrow a thousand dollars, and ^■P Eally 
nea't used car> Irving r i\ eighteen and will, complete -mprscHooL 
in six more months/ He Joes to a lendjng-Insti^ution t#d borrow 

the $1,000.00. .. "».'."'* •" •■■ 
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